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SURPLUS DISPOSAL PROGRAM 


FRIDAY, MAY 27, 1955 


House or REPRESENTATIVES, 
ComMITTrEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:20 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chair- 
man) presiding. 

The CuHarrman. The committee will please be in order. 

We have invited the officials of the Department of Agriculture to 
meet with us this morning for the purpose of discussing the Surplus 
Disposal Program. 

We have with us Mr. Earl L. Butz, Assistant Secretary of Agri- 
culture. We will be very glad to hear from you now, Mr. Butz. 

I will ask the committee members not to interrupt you until you 
have finished your statement, then at the end of your statement, I am 
sure that we will want to question you and your associates. 

Will you give the names of your associates, who are at present here 
with you? 


STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE; ACCOMPANIED BY GWYNN GARNETT, ADMINIS- 
TRATOR, FAS; PRESTON RICHARDS, DEPUTY ADMINISTRATOR, 
CSS; NATHAN KOENIG, SPECIAL ASSISTANT TO THE ADMINISTRA- 
TOR, AMS; R. P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR 
OPERATIONS AND BUDGET OFFICER, CSS; R. IOANES, ASSISTANT 
DIRECTOR, FOREIGN TRADE PROGRAMS DIVISION, FAS; AND 
MARVIN M. SANDSTROM, DEPUTY DIRECTOR, FOOD DISTRIBU- 
TION DIVISION, AMS, DEPARTMENT OF AGRICULTURE 


Mr. Butz. Mr. Chairman and members of the committee, yes, sir, 
the reporter has the names of my associates, but for the benefit of the 
committee, on my left is Mr. Gwynn Garnett, who is the Adminis- 
trator of the Foreign Agricultural Service. On my left is Mr. Pres- 
ton Richards, who is a Deputy Administrator of the Commodity 
Stabilization Service, and on his left is Robert Beach, who is the 
Budget Officer for the Commodity Stabilization Service. 

With your permission we will go through the statement. We have 
prepared a statement summarizing our export position. 

We in the Department of Agriculture very much appreciate this 
opportunity to discuss with you what is being done to dispose of our 
heavy accumulation of agricultural surpluses. I understand that 
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at this time you are particularly interested in the foreign disposal 
actitives and what is being done to increase our agricultural exports. 

This is a good time to take stock of these operations and this com- 
mittee is to be commended for its continuing interest in the problem 
of moving our farm commodity surpluses into constructive uses and 
broadening our market outlets both at home and abroad. These large 
stocks continue to be very much in the public eye and they weigh 
heavily on those of us who have responsibilities for their control and 
disposition. Nevertheless, good progress is now being made in ex- 
panding outlets for our agricultural surpluses and increasing our sales 
opportunities, especially in export markets. 

This development is due in no small measure to the very helpful 
legislation enacted by Congress during the last year. A great deal of 
credit for this must go to the House Committee on Agriculture since 
much of that legislation originated from this committee. 

The background of the current agricultural surplus supply problem 
is well known to the members of this committee. World War II gave 
rise to an unprecedented big demand for virtually all agricultural 
products, and acute shortages soon developed throughout most of the 
world. Our own farmers were encouraged to increase their produc- 
tion. They responded by greatly expanding their productive capacity 
and increasing their agricultural output to record high levels, which 
still prevail. 

The abnormal demand and supply conditions that existed during 
most of the period since the outbreak of World War II were followed 
by a precipitous drop in foreign demand. At the peak we moved into 
foreign outlets the production of 55 million acres of land. Within a 
period of only 2 years, from 1951 to 1953, we had lost foreign markets 
for the production of 22 million acres, so that in 1953 the production 
cf only 33 million acres of land moved into export. Importing as 
well as other exporting countries were making substantial increases 
in their agricultural production, and export markets for our farm 
products were becoming more limited. | ‘And while all this was hap- 
pening, our agricultural output continued at high levels, far in excess 
of current demand. Resulting surpluses piled up in increasing volume. 

Export market prospects for our agricultural products recently 
have been brightened by the encouraging economic developments that 
have taken place in various parts of the world. Gold and United 
States dollar holdings of foreign countries have continued to increase 
during the last and the current calendar years. On December 31, 1954, 
these holdings amounted to $25 billion as compared with $19 billion at 
the end of 1951 and $15 billion on the last day of 1948. The increase in 
these holdings has been particularly great in Canada, which is a part 
of the dollar area, and in continental Europe and the United King- 
dom. The United Kingdom and some of the continental countries, 
especially Germany and the Low Countries, also made great progress 
in restoring internal monetary stability. They have taken important 
steps toward convertibility. 

The Latin American countries also were able to increase their gold 
and dollar holdings; but, in a number of these countries, the effect 
of this on their trade position is being offset by continuing or even 
increasing inflationary pressures. Some of them are using multiple 
exchange rate practices not only in conjunction with their import con- 








SURPLUS DISPOSAL PROGRAM 3 


trols but also as a means of improving the competitive position of cer- 
tain export products. 

Monetary difficulties continue to prevail in many of the independent 
countries of Asia. Japan, our most important foreign agricultural 
market, succeeded after the war in building up large gold and dollar 
holdings. More recently, however, when United States spending in 
Japan declined, that country’s exchange reserves declined also and 
corrective measures had to be taken. 

A number of countries important in our foreign agricultural trade 
have been able to relax their trade and exchange controls as a results 
of the improvement in their financial position. For example, Belgium 
has eliminated discrimination against most agricultural products of 
the dollar area. The United Kingdom has reopened the grain and 
cotton markets, placing trade in these commodities on a nondiscrimi- 
natory basis. Germany has liberalized the importation of cotton and 
tobacco. 

Despite the rather substantial progress that has been made so far, 
extensive import restrictions, many of them discriminatory against dol- 
lar products, are still in effect in many countries. Since these restric- 
tions have been in effect for quite a number of years, strong vested in- 
terests have developed in the maintenance of this protection in their 
homeland and preserving the preferential sales opportunities abroad 
that are made possible by these controls and the bilateral and regional 
trade and payments arrangements made with the help of these controls. 
This situation is of grave concern to us since it limits our opportunities 
to compete for export trade. Weare working to improve this situation 
and are discussing it with the respective foreign countries directly and 
through the channels offered by the International Monetary Fund, the 
General Agreement on Tariffs and Trade, and the Organization for 
European Economic Cooperation. Further opportunity to press 
for liberalization will be provided if Congress authorizes United 
States membership in the Organization for Trade Cooperation as pro- 
posed by the President. 

Our efforts to overcome obstacles that stand in the way of moving 
our farm products into market outlets and constructive uses have been 
greatly intensified during this past year. Because of the size of our 
commodity stocks, if for no other reason, there can be no room for 
complacency over this most serious problem of agricultural surpluses. 

Let us take a look at this situation at this point. 

As of March 31, 1955, the Commodity Credit Corporation had in use 
about $8.5 billion of its $10 billion borrowing authority. There will 
be seasonal changes from this level during the current year, and a fur- 
ther rise is expected with the loan operations for the 1955 et As- 
suming average yields and continuation of acreage allotments for basic 
crops, it could be that the present borrowing authority of $10 billion 
may not be enough. All of this compares with the $6.1 billion of bor- 
rowing authority that CCC had in use as of the end of March 1954. 

As of May 18, 1955, CCC’s commodity inventory represented an 
investment of $4.761 billion. Major items in the inventory were wheat, 
958 million bushels, representing a cost to CCC of $2.538 billion; corn, 
588 million bushels, representing a cost of $983 million; cotton, 1,678,- 
000 bales, representing a cost of $293 million; some 235 million pounds 
of butter and 323 million pounds of cheese, together representing a cost 
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of $282 million; and 56 million hundredweight of grain sorghums, 
representing a cost of $185 million. These six commodities made up 
$4.281 billion worth, or all but $480 million of the total cost of the 
inventory. 

As compared with similar figures for a year ago, May 19, 1954, these 
things stand out: A decrease of $147 million in holdings of dairy prod- 
ucts, and of $131 million in holdings of cottonseed oil; and increases of 
$280 million in wheat, $347 million in corn, $273 million in cotton, and 
$140 million in grain sorghums. 

These comparisons help to stake out the areas in which we have 
made significant progress in meeting the surplus problem as well as 
the areas where the Administration’s program has not yet had a 
chance to operate effectively. Significant progress has been made 
in reducing holdings of dairy products and cottonseed oil. Our cur- 
rent inventory of 235 million pounds of butter contrasts with peak 
holdings during the year ending March 1, 1955, of 521 million 
pounds; current holdings of 323 million pounds of cheese compare 
with peak holdings of 463 million pounds; and current holdings of 
207 million pounds of cottonseed oil are in sharp contrast to the peak 
of 1.35 billion pounds. 

In the area represented by wheat, cotton, and the feed grains, how- 
ever, we have had slower going forced upon us both by the situation 
itself and the legislation we are required to use in meeting it. But 
even in this area we have made significant progress. Since 1953 we 
have succeeded in diverting (even after allowing for a degree of 
noncompliance this year as well as last with the voluntary corn acre- 
age allotments) somewhere between 30 and 35 million acres of crop- 
land from the surplus basic crops. 

In both years since 1953 we set the wheat and cotton quotas at the 
minimums fixed by law. This has caused problems; loss of income 
from these crops, increase in production of other crops such as grain 
sorghums, and the question of whether further controls such as 
“cross-compliance” or “total acreage allotments” may not be needed. 

One aspect of our surplus situation, particularly as it affects such 
storable commodities as wheat and cotton, deserves much more con- 
sideration than it has been given in the past. 

Our price support programs as they are currently operated put 
the Government into the business of storing not only the Nation’s 
export surpluses of commodities, but its necessary domestic carry- 
over and reserve supplies of these commodities as well. I do not 
think this development was foreseen when the basic support pro- 
grams were first made mandatory. The Government’s surplus dis- 
posal problems could be greatly simplified if it were possible to dis- 
tinguish between surpluses as such and what we formerly viewed as 
carryover stocks in the hands of private trade. The present lack of 
such a distinction interferes with normal marketings, tends to re- 
strict utilization, and certainly adds to the problem of dealing with 
the surpluses most effectively. 

The Department is giving great stress to the maintenance and 
development of both domestic and foreign outlets so as to increase 
the movement of our surpluses and also minimize the need for more 
drastic curtailment in our agricultural production. 
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In the domestic market, we are giving greatly increased emphasis 
to encouraging expanded consumption by stimulating new uses and 
more efficient and broader distribution of farm products. We are 
working closely with producer, trade, and other industry groups in 
programs designed to increase the movement of plentiful foods 
through regular channels of trade. As we know, agriculture as a 
whole has been less vigorous in merchandising and promoting its 
products than have some other industries that compete for the con- 
sumers’ dollar. Among the highlights of this kind of activity dur- 
ing the past year were the merchandising and promotion programs 
that were undertaken for beef, poultry, eggs, and milk and other 
dairy products. In these and other similar efforts, the various in- 
dustry groups—with the Department lending its full support—coop- 
erated to bring their products forcefully to the attention of con- 
sumers, with a resulting marked stimulation to sales. This and re- 
lated kinds of work are yielding real dividends in terms of expanded 
and more orderly food marketing. 

The work being done to increase the movement of our agricultural 
products into foreign outlets now gives greater emphasis to competive 
selling and to developing a greater alertness to market potentialities. 
First priority is being given to competitive selling of our surpluses 
for dollars by and through commercial exporters. Following this 
comes barter, sales for foreign currencies, and finally the donation 
of surplus commodities for foreign relief purposes, 

In seeking to expand the market for United States agricultural 
commodities shietedd, we have been guided by three principles. 

First, we believe that the Government should assist, not displace, 
the private trade and that the exportation of farm commodities should 
be carried on through normal commercial trade channels whenever 
possible. 

Second, United States export prices must be competitive. We 
cannot expect to maintain or expand our farm products, if our prices 
are higher than those charged by other exporters. However, at the 
same time, we cannot afford to be aggressive in pushing down world 
prices. In the final analysis that would only hurt both our farmers 
and exporters. It could also hurt our industry since low-price ex- 
ports of raw products from this country might come back to us as 
competitive low-price finished products that would undersell our 
manufactured goods in our domestic markets as well as in our ex- 
port outlets. Thus, from the standpoint of our agriculture, business, 
and industry, we cannot afford to sacrifice long-term gains for any 
temporary short-time benefits. We believe that the emphasis must 
be on better selling at fair prices, rather than the use of fire-sale 
methods. 

Third, to pave the way for such export trade, it is necessary for 
bold, imaginative, and new steps to be taken both by the private 
trade and the Government. We now face a buyer’s market for most 
commodities, and we can no longer expect to hold our own unless 
we are prepared to do a good selling job. 

The eyes and ears of the Department of Agriculture in foreign 
countries are, of course, the agricultural attaches. They are con- 
stantly in the alert for opportunities for developing market poten- 
tialities for United States agricultural commodities. In addition, 
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we now also have more than twenty top-caliber marketing specialists, 
who travel abroad whenever necessary, to make on-the-spot studies 
of trade problems and trade opportunities. The reports which come 
back from our agricultural attaches and marketing specialists are 
widely disseminated among United States exporters to help them de- 
termine areas in which markets can be developed and provide them 
with background information essential to their operations. 

One of the most important steps which Congress has taken in re- 
cent years to foster the development of an expanded export market 
for agricultural commodities was the enactment of the Agricultural 
Trade Development and Assistance Act of 1954, also known as Public 
Law 480. This legislation and the transfer of the agricultural at- 
taches from the State Department to the Department of Agriculture 
under a provision of the Agricultural Act of 1954 now enable us to 
engage in much-needed export market promotion and development 
work as a continuing means of broadening foreign outlets for our 
farm products. Much of the work is being undertaken in coopera- 
tion with United States trade and other groups. 

In cooperation with the cotton industry, we are just startiag in a 
number of foreign countries a program to promote sales of cotton tex- 
tiles in furtherance of our interest in expanding American cotton ex- 
ports. We are also putting into effect plans for greater United States 
participation in international trade fairs as an effective means by 
which we can heighten the reputation and demand for our products 
abroad. This is being done in cooperation with United States private 
trade groups and individual firms who will provide the necessary com- 
modities and set up the exhibits. Arrangements are being made for 
a United States food exhibit at the International Food Fair in Cologne, 
Germany, beginning October 1. This is one of the largest food fairs 
held in Europe and participation should be helpful to private United 
States suppliers of food and related products who are interested in de- 
veloping new and broader markets for their goods overseas. 

United States exports of agricultural commodities during the first 
10 months of this fiscal year amounted to $2.6 billion, which is 9 percent 
more than for the same period of the previous fiscal year. At this rate, 
the total for the fiscal year 1955 will be close to $3.2 billion compared 
with $2.9 billion last year. This improved export situation is due 
largely to more effective selling and improved economic conditions 
abroad, particularly in Western Europe where prosperous conditions 
vergeonaboom. Larger sales in Western Europe this year also reflect 
1954’s poor quality crops. In addition increases in gold and dollar 
holdings in a number of countries have been accompanied by moves to- 
ward freer trade and payments. 

In spite of the contribution which Government programs have been 
making to the increase in agricultural exports, commercial sale handled 
through normal trade channels are by far the larger portion of the total 
movement abroad. 

All but a few of our principal agricultural items are doing well in 
export trade this year. Grains and feeds constitute the only principal 
commodity group for which exports continued behind last year’s level, 
mainly because of greatly reduced sales of corn and rice. Wheat ex- 
ports have been hurt by the drive for greater self-sufficiency in wheat- 
importing countries and lower world prices. Prospects for the grains, 
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however, have temporarily risen because of the poor harvests last year. 
The other big commodity groups—cotton, tobacco, vegetable oils, fruits 
and vegetables, and livestock products, continue to do better this year 
than last. Through March, striking gains were registered for cotton, 
cottonseed oil, flaxseed, lard, wheat, barley, and grain sorghums. 


FOREIGN DISPOSAL OPERATIONS 


In the main, the programs undertaken by the Government to move 
surplus agricultural commodities into uses abroad, supplement the 
exports that are made by the regular commercial trade. R number of 
these foreign disposal programs have been undertaken and the more 
significant ones are: 

CCC foreign disposals.—During 1954, CCC sales of price support 
stocks to commercial firms specifically for export amounted to ap- 
proximately $500 million, or about one-third of total dispositions. 
While over half of these sales consisted of wheat, there were also sub- 
stantial sales of other commodities such as cottonseed oil, corn, flax- 
seed, and linseed. Commercial sales specifically for export during 
the first 4 months of this year; that is, January through April, con- 
tinued at about the same rate as in 1954 ae amounted to nearly 
$160 million, with wheat again being the major item. These com- 
mercial sales represent only part of the total amount of CCC stocks 
that have moved into export markets. In addition to the commercial 
sales specifically for export, CCC has moved substantial quantities of 
commodities into export channels through other transactions such 
as transfers to other agencies, international barter operations, and 
export donations. To obtain a complete picture of total quantities 
moved into exports, it is also necessary to allow for the fact that some 
of the commodities sold by CCC to commercial firms under its do- 
mestic sales price list moved into export outlets. No estimates are 
available as to the amount moved into export in this way. 

Title I, Public Law 480.—Title I of Public Law 480 is one of the 
valuable tools authorized by the 83d Congress for moving part of 
our surplus abroad in a constructive manner. Under this title the 
Commodity Credit Corporation is authorized to incur costs not in 
excess of $700 million over a 3-year period in financing the sale 
of surplus agricultural commodities for foreign currencies. The 
sales are made through private trade channels within the terms of 
agreements between the United States and the governments of 
friendly importing countries. 

Public Law 480 is a complex law affecting many aspects of both 
our domestic and foreign economic policy and involving the activities 
of several departments and agencies. Accordingly, Executive Order 
No. 10560 issued on September 9, 1954, delegates authority vested in 
the President for administration of the law to five agencies. In order 
to assure effective coordination of program operations the President 
also directed that an interagency committee be established chaired 
by a representative of the Secretary of Agriculture. This commit- 
tee is now functioning under the chairmanship of the Administrator 
of the Foreign Agricultural Service and its primary responsibility 
is the consideration of specific proposals for sales and the develop- 
ment of agreements with foreign countries. 
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We are moving forward with this program at an accelerated pace. 

In the last 5 weeks agreements have been signed with 5 countries— 
Spain, Argentina, Israel, Finland, and Italy—and the terms of a new 
program agreed with the United Kingdom. Also, agreements pre- 
viously signed with Turkey and Yugoslavia have been increased. 
These new programs total $143 million at CCC value and $119 mil- 
lion at export market value. The total of all programs since last 
September is $289.5 million at CCC value and $225 million at export 
market value. 

In addition, we are actively negotiating with 14 more countries 
and we are confident that by June 30 we will have signed agreements 
with additional countries which will bring the total of programs 
to $450-$500 million. 

Barter—Section 303 of title III of Public Law 480 specifically 
authorizes the Commodity Credit Corporation to barter its commodi- 
ties for strategic and other materials. These barter operations are 
conducted through private United States trade. 

In the latest 10-month period for which data are available, July 1, 
1954, through April 30, 1955, the barter contracts negotiated by 
CCC call for the disposition in foreign markets of agricultural com- 
modities valued at $211 million. Commodities valued at more than 
a third of this total, $82.18 million, have already been exported under 
these contracts, and the rest will follow. 

This is a big stepup in this activity. During the entire preceding 
fiscal year, July 1, 1953, through June 30, 1954, dispositions through 
barter totaled only $29.4 million, and during all the last 5 years that 
the barter programs have been in effect (1950-54) dispositions 
totaled less than $95 million. 

The principal commodity bartered during the past 10 months has 
been wheat (total exchange value of $75 million of the $82.2 million 
already exported); but the list also includes corn, flaxseed, grain 
sorghums, cottonseed oil, barley, oats, and cotton. 

Section 402, Public Law 665.—Under this provision not less than 
$350 million of mutual security funds must be used for the purchase 
of surplus agricultural commodities for use in connection with the 
foreign assistance programs of the Foreign Operations Administra- 
tion. By May 24, 1955, authorizations totaling $375 million had been 
issued under this section which, together with over $27 million of 
deobligated section 550 funds from last year, made a total in excess 
of $402 million which FOA had authorized for the purchase of sur- 
plus agricultural commodities during the current fiscal year. The 
more important commodities covered by these authorizations include 
cotton, bread grains, coarse grains, fats and oils, dairy products, and 
some dried fruits. 

Title II, Public Law 480.—Under title II of Public Law 480, the 
President is authorized to furnish, out of Commodity Credit Corpo- 
ration stock, surplus agricultural commodities to friendly foreign 
governments or people to help meet famine or other urgent relief 
needs. The Foreign Operations Administration has estimated that 
$125 million worth of surplus agricultural commodities will be pro- 
gramed under this authorization. Shipments reported through May 
12 were valued at approximately $73.3 million. ; 
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Section 416, Agricultural Act of 1949.—A substantial increase in 
the donations of surplus commodities for relief use overseas was 
made possible this year as the result of amendments to section 416 
of the Agricultural Act of 1949 enacted by Congress last summer as 
part of the Agricultural Trade Development and Assistance Act. 

Under this activity, commodities from CCC inventories are made 
available to approved United States private welfare agencies and 
distributed by them to needy persons in foreign countries. The 
donations are made only when the amounts of the surplus commodi- 
ties available are in excess of those that can be used by eligible recipi- 
ents here at home, which include school-lunch programs, inmates of 
charitable institutions, and persons eligible for relief or other similar 
assistance. 

By the end of June of this year, we expect to have made available 
for relief use overseas by United States private welfare agencies more 
than 560 million pounds of surplus food, of which dairy products 
will make up about 500 million pounds. Last year, less than 185 
million pounds were made available for overseas use under this 
program. 

A total of 19 private welfare agencies have participated in the pro- 
gram this year. The donated commodities were distributed to needy 
persons in 53 foreign countries. 


DISPOSALS IN DOMESTIC OUTLETS 


At the same time that vigorous efforts are being made to expand 
foreign markets and develop outlets for our surplus agricultural 
products, we obviously must bear in mind that right here at home is 
where we have our biggest market for the overall output from our 
farms. In this connection, we are putting our surplus to work in 
expanding the domestic consumption and use of these products. 
Among the more significant measures being employed in our domestic 
disposal operations are the following : 

UOC Domestic dispositions.—During calendar year 1954 sales from 
the CCC inventory to domestic commercial outlets totaled $439 mil- 
lion, Other dispositions for domestic use during this period included : 
Transfers (to armed services and other Federal agencies, under sec. 
32, the drought emergency, and International Wheat. Agreement), 
$103.5 million; and donations (under sec, 416 and Public Law 690, 
83d Cong.), $85.7 million. Comparable figures for the first 4 months 
(January to April) of 1955 are: Commercial sales, $60.3 million; 
transfers, $34.3 million; and donations $38.5 million. 

Domestic donations.—The volume of donated surplus commodities 
moving into domestic consumption channels this year is expected to 
total oat 590 million pounds, compared with about, 522 million last 
year, Because we had section 32 donation authority to donate surplus 
foods domestically, we were able to move much sooner on the domestic 
side to fully utilize this means of constructively disposing of our sur- 
pluses. In fiscal 1953, for example, the volume of surpluses moved 
to domestic recipients totaled 160 million pounds. 

This year, 11 million schoolchildren and over 1 million persons in 
our charitable institutions are benefiting from these surplus-food dona- 
tions. In addition, there are currently about 3 million needy persons 
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certified by State agencies to receive commodities. The number of 
needy people actually receiving commodities at any on time is always 
somewhat below the number certified. 

School lunch program.—The national school-lunch program con- 
tinues to be an important means by which to expand current and future 
food markets by improving the diets and food habits of our school- 
children. The program, this year, has experienced the sharpest in- 
crease in participation in any recent period. It is reaching 11 million 
children this year, compared to but slightly more than 10 million 
last year. 

We now estimate participating schools will purchase $300 million 
worth of food from local supplies for use in their lunch programs this 
year. This is over and above the large volume of surplus commodities 
that school-lunch programs are using. Of that $300 million expendi- 
ture, the Federal cash contribution represents $69 million. Thus, for 
each Federal food dollar provided, over three additional dollars from 
State and local funds are used to purchase food for school lunches. 

The program is teaching children the importance of good diets— 
and these lessons will affect their food habits in adult life. Thus, the 
effect of the school-lunch program on agricultural markets will be 
progressive and cumulative in the years ahead. 

Special school milk program.—Another significant development this 
year was the inauguration of the special school-milk program by the 
Department of Agriculture. Milk, that otherwise might be processed 
into manufactured products and sold to the Commodity Credit Corpo- 
ration under the price-support program, is being consumed in fluid 
form by children at schnol. 

This new program was authorized by a provision of the Agricultural 
Act of 1954, which provided for the use of $50 million of CCC funds 
annually to increase the consumption of fluid milk by children during 
this and the next school year. pite the fact that the 1954 act did 
not become law until August 28—when most schools were about to open 
for the fall term—the program has made substantial progress this year. 

By April, over 47,000 schools throughout the country had been ap- 
proved for participation in this new school-milk program. Some of 
these schools had never before made milk available during school hours. 
Others, which previously had served milk at the lunch hour, started 
to make milk available at the mid-morning or afternoon recess periods. 

As a result of this program, we now estimate that well over 400 
million additional half pints of milk will be consumed by children in 
school this year. With improvements growing out of this year’s ex- 
perience, and with a full school year’s operation in 1956, the special 
school milk program is certain to make an increased contribution to the 
expansion of domestic markets for fluid milk. 

n summarizing this discussion of our surplus disposal operations, I 
wish to emphasize the importance of keeping clearly in mind our long- 
range objectives for American agriculture and its role in our economy. 
Our tremendous capacity to produce offers the biggest potential for 
providing a higher standard of living for all our people. Our job is to 
find ways and means for making the most effective use of this t 
productive capacity. Further expansion of markets outlets sll the 
development of broadened uses for our farm products are vital to the 
attainment of this goal. 
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At the present time the existence of agricultural surpluses we have 
on hand virtually denies about 214 million of our farmers the right 
to use their productive resources for maximum profit. The full bene- 
fits which our agricultural plant is capable of supplying to our econ- 
omy are thus stalled. In large part, the surpluses that we have are 
of those commodities that loom most important in our foreign trade. 
From the standpoint of our agriculture and the general economy, 
while certain adjustments are necessary, it is apparent that the ex- 
port business is worth going after even though a great deal of hard 
work is required to get it. With understanding and cooperation 
from all concerned, we are bound to succeed in this effort. 

The Cuarrman. Mr. Butz, we thank you very much for your well 
prepared statement. I want to comment on one or two things that 
you have said. 

First, in giving the background of the surplus problem, I think 
you very wisely point out the fact that— 

World War II gave rise to an unprecedented big demand for virtually all 


agricultural products, and acute shortages soon developed throughout most 
of the world. 


T am still quoting from your statement. 


Our own farmers were encouraged to increase their production. They re- 
sponded by greatly expanding their productive capacity and increasing their 
agricultural output to record high levels, which still prevail. 
That is the story that we should tell to the American people, 
because that is the fact. 
We know that on July 26, 1953, our agricultural economy in this 
country was geared to the wheels of war and the farmers of the 
Nation were encouraged and induced to produce abundantly. 
You agree with that, do you not? 
Mr. Burz. Yes, sir. 
The CuHatrman. Then when we had a cessation of hostilities in 
Korea, the 1953 crop was already in the field—it was growing. The 
farmers could not reduce production in an effort to bring supply in 
line with reasonable consumer demand. 
We have had only one crop year since 1953 and that was 1954. 
In 1954 the farmers did in good faith make an effort to bring down 
the supply. 
Is that not correct ? 
Mr. Butz. Yes, as to the acreage and the acreage limitation pro- 
grams. They reduced the acreage. 
The CuarrmMan. They reduced it very drastically. 
Again, in 1955, the farmers are cooperating in the acreage allot- 
ments and marketing quota laws and are likewise further reducing 
their acreage in an effort to bring it down, is that not correct? 
Mr. Burz. Yes, sir. 
The Cuarrman. Do you think it is fair for the officials of the Gov. 
ernment, or anyone else, to charge the farmers with the responsibility 
of building up what we now call “great surpluses” when, as we have 
just agreed, the farmers were encouraged by the policies of the Gov- 
ernment to do just what they did? 

Mr. Burz. I think, Mr. Chairman, that it is not the policy of the 
Department of Agriculture to accuse the farmers of building u» 
great surpluses. 
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The Cuarrman. Do you think it is fair for the officials of the De- 
partment to blame the Federal farm program for having brought 
about this intolerable situation which we refer to as “surpluses” 
which are depressing and demoralizing our prices in our markets? 

Mr. Burz. As you quite well point out there are many factors that 
contribute to the surplus situation we are in. One of them was the 
war, of course. That was a major factor that contributed to it. 

Another one that contributes to the continued high production of 
some of the commodities that we have the most trouble with in sur- 
plus is, of course, the price incentive. 

The Cuarmman. But we have just agreed that the farmers were 
encouraged and urged to produce abundantly. 

Mr. Burz. That is right. 

The Cuatrman. We fixed a goal of a 16-million bale cotton crop, 
and to induce the farmer to produce that crop we held up to him a 90 
percent parity price support program ? 

Mr. Burz. That is right. 

The Cuairman. And the farmers did produce abundantly. 

The thing that I resent, and I think that most of the members of 
this committee resent, is the fact that a lot of the farm leaders of this 
country are now lambasting and ridiculing the farmer, when you and 
I know—we all agree—that the farmer did what he was induced to 
do, what he was encouraged to do. Is that not correct? 

Mr. Burz. Yes. Let us get the record straight, that I think no- 
body in the Department of Agriculture is ridiculing and lambasting 
the farmer. 

The American farmer did a terrific job in producing. 

The Cuairman. He did it under a program. 

Mr. Burz. That is right. 

The CHairman. All right. 

In addition to the cessation of hostilities in Korea, following that, 
we lost our foreign markets largely ? 

Mr. Burz. They shrunk very materially. 

The Cuatrman. They shrunk materially! 

Mr. Burz. Yes, 

The Cuatrman. The farmer had no control over the exports of 
the commodities he produced—he had no way of forcing foreign coun- 
tries to accept these commodities, did he? 

Mr. Burz. Not individually. 

The Cuatrman. Did the farm program have anything to do with 
restricting or limiting exports of our commodities? : 

Mr. Burz. Well, to the extent that it maintained the price above 
world price levels, I suspect it kept some of our domestic production off 
of world markets and channeled the products into Commodity Credit 
Corporation ownership. 

The Cuarman. In the meantime our Government has been en- 
couraging increased agricultural production in all friendly foreign 
countries, is that not true? 

Mr. Burz. I suppose indirectly, they have through the various 
mutual security programs and rehabilitation programs. 

The Cuamman. What do you mean “indirectly”? We are carry- 
ing our tae and our technicians and our know-how all around 
the world. 
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Mr. Burz. That is right. Insofar as we have any ‘influence’ on 
that in Agriculture, we try to guide that increased production inte 
noncompetitive crops. We are not always successful, but. that in- 
fluence 1s on that side. ad 

The Craimman. Into noncompetitive crops? We have actually 
a Federal law making it a crime to ship tobacco seed out of this coyn- 
try, except for experimental purposes. I have received information 
recently that tobacco seed has been shipped to Indonesia and other 
places in great quantities for the purpose of encouraging the produc- 
tion of a competitive commodity. — 

Mr. Burz. [ am not familiar with that. 

The Cuarrman. Who in the Department of Agriculture could tell 
this committee just what quantity of tobacco seed has gone out—is 
there anyone who can give us that information? 

Mr. Burz, We do not have that here, but 1 think that we can get 
it. The tobacco division of FAS will get the information. 

The Cuairman. Certainly, Mr. Stassen has no right te ship tobacco 
seed out of this country except under direction and with the approval 
of the Department of Agriculture, and for experimental purposes. 
I am not saying that you know about it, but somebody in the Depart- 
ment of Agriculture should know and should be able to give us that 
information. 

Mr. Burz. Mr. Garnett can speak to that point. 

Mr. Garner. I do not have personal knowledge of it, but. 1 knuw 
that the men in the agency do, and we will get the facts and deliver 
them to you, sir, 

The Cnairnman. | had a communication from Mr. Stassen’s office, 
which was far from satisfactory to me, because it does not give me the 
information that. 1 want. 1 want to know when the seed went. out, 
where the seed went, and in what quantities it went. 

Mr. Burz. Was it a substantial quantity of seed ? 

The Cuairman, I do not know how substantial it was... had in- 
formation to the effect that it was a substantial quantity. 

Mr. Burz. We will supply you that information. 

(‘The information to be supplied is as follows:) 

The only information of tobacco seed exportation the Department of Agricul- 
ture has'‘is the record of seed licensed by the Tobacco Division of AMS under 
Public Law 5438, 76th Congress, entitled, “The Tobacco Seed and Plant Exporta- 
tion Act.” 

Under authority granted by this law the Department has issued the following 
licenses to the Republic of Indonesia : 

Permit No. 338, October 25, 1951: 3 varieties flue-cured, half ounce each. 

Permit No. 435, June 21, 1954; 5 varieties flue-cured, half ounce each; 2 
varieties other, half ounce each. 

Permit No. 447, October 4, 1954: 6 varieties flue-cured, half ounce each: 13 
varieties other, half ounce each. 

Permit No. 460, December 8, 1954: 5 varieties flue-cured, half ounce each: 
14 varieties other, half ounce each. 

The Department’s policy is to require that an affidavit be made that such seed 
is for experimental purposes only and a license is granted only when consignee 
is a representative of a governmental institution or an agency engaged in con- 
ducting agricultural experiments in the eourse of scientific reasearch. 

If any other seed has been exported, it has gone in violation of this act, and 
the Department has no knowledge of it. 

Should the exportation of reproductive material in violation of this law come 
to the attention of this Department, such violations would be investigated and 
referred to the Department of Justice for prosecution, 


64610—55——3 
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Mr. Poacr. Before you pass that, Mr. Chairman, there is not any 
question but what you have encouraged the production of cotton in 
other parts of the world, is there? Certainly, nobody questions that. 
lar been in India and Pakistan, I have seen what they were doing 
there. 

fertainly, the Department has no question in its mind but what you 
have encouraged the production of cotton in other parts of the world, 
have you? 

Mr. Butz. I think, Mr. Poage, it is not fair to say that the Depart- 
ment has encouraged the production of cotton in other parts of the 
world. Cotton production has increased in other parts of the world, 
partly under the stimulus of a higher world price for cotton that came 
about as the result of our own price support. 

Mr. Poace. And the agricultural attachés of the United States have 
promoted and devoted a substantial part of their time to showing those 

eople how they could get better seed and get it from the United 
States. They have shown them how to get better machinery, getting it 
for them, have they not? 

Mr. Butz. Have the attachés done that, or has that been under the 
point 4 program ¢ 

Mr. Poage. Certainly, both have done it. That has been exactly 
one of the complaints we had about this attaché program. We hope we 
are now improving it. 

Too often our attachés have felt they were foreign county agents 
whose duty it was to simply improve the agricultural practices of the 
nation to which they were accredited. I think that is all wrong. 

I am not charging you with any more responsibility than anybody 
else, but it has been happening. 

Mr. Butz. As you know, we are trying very intensively to redirect 
the activity and emphasis of our attachés to make them market pro- 
moters, and eyes and ears of the Department. 

Mr. Poagee. I think you are. You will recall that this committee 
has directed attention to what was going on in regard to our attachés 
over the world. 

Mr. Butz. They were not under the control of this Department until 
just a few months ago, as you know. 

Mr. Poaer. That is right. And this committee has tried to put 
them where they would be selling agents rather than county agents. 

You do recognize that this Government by and large has had 
a policy of encouraging the production of cotton and of wheat abroad, 
do you not? 

Mr. Butz. I presume in certain areas. 

Mr. Poage. Do you know any areas where they have tried to reduce 
the production of either cotton or wheat abroad ¢ 

Mr. Burz. I think it has been the general policy to build up the 
economies of all friendly nations. 

Mr. Poage. That is right. And to have them grow anything they 
could. That has been our policy and still is, is it not? 

Mr. Burz. I cannot speak for the Foreign Operations Adminis- 
trator. 

Mr. Poser. Do you know of any contrary policy? You have not 
been there too long, I know, but since ~orkat been in the Depart- 


ment, have you observed any place where your Department tries to 
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encourage countries not to grow cotton or wheat? If so, just what 
has the Department done to discourage the production of cotton or 
wheat or tobacco abroad ? 

Mr. Burz. Well, Mr. Poage, I do not want to give specific illus- 
trations here, but even in the short time I have been here I have par- 
ticipated in discussions where we have influenced the direction of 
American money going abroad for economic development into what 
we consider to be reasonably noncompetitive channels. 

Mr. Poace. I do not mean to say that we have not tried to build up 
the coffee industry and the cocoa industry and those sort of things. 

I do not mean to say that we have not tried to do that, but have we | 
not, at the same time, tried to build up wheat and cotton and tobacco ? 

Mr. Butz. In many instances, you are right. | 

Mr. Lovre. Will the gentleman yield? 

The Crarrman. I should like to finish my questioning. 

Mr. Lovre. There is just one point there. Is it not true that that 
has been the policy of the State Department for many, many years? 

Mr. Poager. Yes. 

Mr. Lovrr. Going back to the time of President Roosevelt and in 
to President Truman’s administration ? 

Mr. Poage. That certainly is true. 

Mr. Lovre. I just wanted to keep the record straight. 

Mr. Poaae. I am not charging Mr. Butz with coming in and estab- 
lishing some new strange program. I am saying that has been the 
policy of the United States Government. I am saying it is still the 
policy of the United States Government. 

Mr. Butz. That is right. Our policy has been to build up friendly 
nations as best we could. 

Mr. Anprrsen. Will you yield right there? 

Mr. Poagr. Yes. 

Mr. Anpresen. What has been said here is correct. It has been 
the enene policy. 

Mr. Poace. That is right. 

Mr. AnpresEN. But for the present day and for the past 18 or 20 
years, these same men who originated the policy are continuing the 
policy and administrating it. 

Mr. Poace. Of course, it is not the same man at the head, but all 
the way down the same policy, I grant you. I have not seen any 
change in our foreign policy, either. 

I grant you that our whole foreign policy is the same as that which 
was condemned under Mr. Acheson and under Mr. Brannan as wicked 
and wasteful and warmongering. The same policy is in effect today. 

Mr. AnprRESEN. At least we have peace in the world. At least we 
have peace in the world under the present policy. 

Mr. Poacr. Have we? 

The Cuatrman. Let me go back, if I may, Mr. Butz. Are you 
familiar with this new Philippine trade agreement? 

Mr. Burz. Moderately so. 

The Cuarrman. I should just like to know for my own information, 
and for the information of the committee, was the Secretary of 
Agriculture or any of his official family consulted with regard to the 
Philippine trade agreement which is now before the Ways and Means 
Committee ? 
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Mr. Burz. Yes; we had a member of the Trade Agreements Com- 
mittee who was regularly a member of that committee. 

The CuHarmman. Do you know whether or not the members of the 
Department of Agriculture approved the trade agreement with the 
Philippines which is now before the Ways and Means Committee ‘ 

Mr. Burz. It was approved by the committee. 

I cannot tell you specifically whether our members approved every- 
thing in it or not. It finally came out as a vote of the majority of 
the committee, I know. 

The Cuairman. It fixes the sugar quota for the Philippines while 
sugar legislation is pending before this committee. It directly dis- 
criminates against agricultural commodities grown in this country, 
and yet it has been approved by an official of our Government and has 
now been brought to Congress. 

Mr. Burz. It is my understanding that any change made in that 
with reference to our sugar quota is subject to the Sugar Act of this 
country. 

The Cuairman. The sugar what? 

Mr. Burz. It is my understanding that any change made in the 
Philippine trade agreement with respect to the sugar quota must be 
subject to the conditions laid down by our own Sugar Act in this 
country. 

The Cuairman. If the quota is fixed by one Federal law, we cannot 
unfix it by another coming out of this committee. 

Mr. Burz. That is quite right. 

The Cuarrman. On the question of surplus disposal, one reason that 
1 asked you to come here this morning—the main reason—was that 
members of this committee are besieged every day in the week and 
every week in the month by people who are disturbed over the fact 
that we are not moving these surpluses out of this country and out 
of storage. We have been told that it is due to the fact that there is 
so much redtape, so many rules and regulations have been issued by 
the Department that businessmen are unable to make transactions 
which will result in disposing of these commodities. I will give you 
an illustration. 

I was told that one organization tried to negotiate with the Depart- 
ment for the release and distribution of certain commodities and they 
were denied the right because of some failure on the part of the De- 
partment to provide the freight. Consequently, the commodity was 
left in storage, and the storage costs which have accrued since that 
time greatly exceed the value of the commodity. 

Mr. Burz. You mean to provide freight for ocean transportation ¢ 

The CHarrman. That is right. 

_ Mr. Burz. The Department is not authorized to provide it except 
in title I, Public Law 480. 

The Cuamman. That is right. That is what we are talking about. 

Mr. Burz. Are you talking about that, or are you talking about 
section 402% Are you talking about a section 416 donation for 
foreign relief ? 

The Cramman. I do not know what section it is under, but they 
were told that they could not provide the freight. Consequently, they 
could not move the commodity. ip tet 
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Mr. Butz. I suspect what you are talking about, Mr. Chairman, 
is our foreign distribution for relief purposes under section 416, 
for the voluntary relief agencies. 

The CHairman. That is right. 

Mr. Butz. The Agricultural Trade Development and Assistance 
Act authorized the Commodity Credit Corporation to pay freight 
costs to shipside for that, but we are not authorized to pay ocean 
freight on these donations. Ocean freight has been made available 
for that purpose by the Foreign Operations Administration, from 
their Mutua: Security appropriation. They make that available and 
have made it available on a quarterly basis. 

There has been a limiting factor in recent months on the amount of 
goods that could be distributed abroad under section 416 authori- 
zation. 

They have had some difficulty in the current quarter in making 
available as much money to pay ocean freight on this kind of dis- 
tribution as the relief agencies could have undertaken, had the 
freight been available. 

The Cruatrman. Is that due to the fact that they did not have the 
money available for freight? 

Mr. Burz. It is my understanding that is correct. 

The Cuatrman. Has anybody asked Congress to increase the appro- 
priation for the freight item ¢ 

Mr. Butz. An increase has been asked for. 

The Cwarman. What is that? 

Mr. Butz. An increase has been requested for the next year, I 
understand. 

The CuairMan. I assume that you will agree that whatever com- 
modities are given away out of the stocks now in storage to recipients 
in foreign countries should be given in the name of the people of 
America ? 

Mr. Butz. That is required. 

The CHatrman. That is required ? 

Mr. Burz. Yes. 

The Cuarrman. I want to ask you if it is not a fact, and if you do 
not know that in some places the American taxpayer is completely 
left out of the picture? 

Mr. Butz. Do you mean that food is given without credit to the 
American people / 

The CHarrman. Yes. 

Mr. Butz. Whenever we hear of anything like that going on we 
take corrective measures. One of our requirements, of course, is that 
this must be distributed in packages clearly marked, “Donated by the 
People of the United States of America.” 

The Cuatrman. Here is a news article dated January 8, 1955, from 
a newspaper in Lima, Peru, called the La Prenza. The heading is: 


That 3,000 food packages distributed in Ayacucho. 
It is under the date line of that city. 


Three thousand packages of food and 3 tons of dried milk sent by the bishops 
of the United States for the poor and needy of Peru, and received in Lima by the 
bishop of the diocese of Ayacucho, Monsignor Victor Alvarez, were distributed in 
this city. 
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Another quotation: 


A part of this shipment was sent to the parishes of the south of the diocese, 
while the rest was shipped to the capital of this city, at a cost of 23 centabos 
per kilo. 


And it then goes on to describe what was in the package. 


Cooperation was received from the Ayacuchan clergy, the bishop as well as 
the Convent of San Francisco. The final day the distribution was in charge 
of the parish priest who delivered the tickets in special care. : 

Do you think that the people who received those packages will ever 
know that they came from the taxpayers of America rather than 
from the bishops? 

Mr. Butz. Each of those packages should have had a label on it that 
it was “Donated by the People of the United States of America.” 

The Cuarmman. There is no mention of a gift from the United 
States. 

Mr. Butz. We have no control over the news story. 

The Cuarmman, You are quite right. You can check the accuracy 
of this news story. I am asking you whether you can tell us if it is 
an accurate press report or not. 

Mr. Burz. I presume that it is, but each of the packages is required 
to be labeled, “Donated by the People of the United States of 
America,” 

The Cuarrman. All right. 

Mr. Butz. The news story does not mention that? 

The Cuarrman. Apparently, they did not. It states: “Sent by the 
Bishops of the United States.” 

Do you not know that in some places the recipients have refused to 
receive and deliver foodstuffs that was sent from the United States, 
except in the name of the Holy Father? Has that been brought to 
your attention / 

Mr. Butz. In isolated cases it has; yes, sir. 

The CuarrMan. Has it been stopped ? 

Mr. Butz. To the extent that we are able to stop it, we do not permit 
that, because the regulation specifically requires that it must be labeled, 
“Donated by the People of the United States of America.” 

The Cuarrman. All right, when foodstuffs have been sent into Italy, 
aap for by the taxpayers of America, most of it has been distributed 

y the bishops and the clergy of the Catholic Church. Is that not 
true? 

Mr. Burz. Yes, sir; they have their own organization for distribu- 
tion. 

The Cuatrman. Who looks after the Protestants in Spain or the 
Protestants in Italy? Ihave been told that if a Protestant wants food 
he has to go to the Catholic father, or the monsignor, or somebody to 


get it. 
Mr. Butz. I cannot say about that, but I know that we have other 
Protestant organizations. . 


Mr. Srupson. If he is hungry, I imagine he will take it wherever 
he could get it. 

The Cuarmman, That is true. 

Mr. Bourz. But, may I point out—— 

The Cuatrman. Do you think that this Congress has deliberately 
provided a program to turn it over to one religious denomination to the 
exclusion of others? 
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Mr. Buz. Indeed, they have not. 

I think we have 19 voluntary private United States agencies to 
which we make food available for relief distribution in foreign coun- 
tries. Many of them are Protestant groups. Of course, we make it 
available to CARE which is nondenominational, as you well know, and 
operates in all countries. 

For the fiscal year 1955 we are making food available to the Ameri- 
can Friends of Austrian Children, to the American Jewish Joint Dis- 
tribution Committee, Assemblies of God Foreign Service Committee 
Church World Service, Lutheran World Relief, Mennonite Central 
Committee, Romanian Welfare, Unitarian Service Committee—I am 
eons the religious organizations—the United Lithuanian Relief 

und of America, the War Relief Services, National Catholic Wel- 
fare Conference. 

The Crarrman. I wish you would insert that information in the 
ae and also information indicating the quantity distributed by each 
of those. 

I want to make it perfectly clear that I am not objecting to food 
being delivered through these agencies that we are talking about, 
but I do‘object to the American people being excluded. 

(The information referred to above is as follows :) 


Sec. 416: Foreign donation program—Cumulative pounds ordered and approved 
for distribution during fiscal year 1955 




















[Data by agencies] 
Agency | Butter | Butter oil | Cheese | Dry milk | Cottonseed ae 
pearritr 
American Friends of Austrian 

Ohare ss. .i eS ls 400, 000 60, 000 GO GOO) f. 5. LL CaRA . a 60, 000 
American Friends Service 

Committee... ......- 1, 139, 500 375, 000 1, 582,000 | 3,341,000 | 1,110,000 820, 000 
American Jewish Joint Dis- 

jom Committee... _-_- SRB DOD. 1 ck. <eenk odes , 000 803, 000 611, 000 30, 000 
American Mission to Greeks_-. 66, 000 30, 000 66, 000 WM, OOO. sik. 
Assemblies of God— Foreign 

Service Committee. __-_-_-. 90, 000 20, 162, 000 ye 
CARE. .... RENE We dus~ Sake 19, 369, 090 | 16,046,675 | 28,937,077 | 38, 928, 551 805, 500 | 13, 945, 600 
Church World I sides , 234, 2, 184,009 | 8,604,089 | 18,976,400 | 3,777,190 3, 138, 750 

‘oster Parents’ Plan for War 

Sid oblehalotie or bdenniie = SF, 0 sb bac) ned 46, 650 36, 000 ~Herpenet reapers tyend 
International Rescue Com 
PINS stunt hreinineseadad 480, 000 000 450, 000 Pst yS Shen 130, 000 
Tran Foundation__._.......-.- , 000 416, 681 110, 230 PE Rikin nc tchantee inca ndaiameiie 
Lutheran World STi 4, 001, 000 140,000 | 3,001,000 | 4,954,000 2,028,000 2, 990, 400 
Mennonite Central Commit- 

Wa wd hn ashe vce ehed hn cctncbe 200, 000 60, 000 335, 000 410, 000 90, 000 120, 000 
Romanian Welfare_....._--_-- 30, 000 30, 000 90, 000 90, 000 60, 000 60, 000 
Save the Children Federation. CU An otro winds sine 60, 000 216, 000 30, 000 30, 000 
Tolstoy Foundation. . --.....-|......22..2.}--- 24-222... onGee) i 1. Ail indiana if 
Uni Service Committee - 330, 016 90, 048 210, 000 CD ik tO ch een 
United Lithuanian Relief 
on edt goede jy 90, 000 108, 000 90, 000 108, 000 j.....-...-.. 108, 000 
United Nations Children’s 

Sloot ao iS se Oda cee. da. Ses seh td... Laacietiiits-vs--f 98, ORO 7 - oa 5 jij. -].-.b 455. 
War Relief Services—Na- 
tional Catholic Welfare 
Conferenoe............-..--. 45, 285,000 | 26, 818,055 | 46, 150, 000 |128, 060,000 | 20,838,000 | 13,000, 000 





OMS SORES A 79, 177, 666 |} 46, 538, 468 | 90, 322,046 |281, 682, 551 | 29,379,690 | 34, 482, 750 


1 Butter equivalent: 58,173,085 pounds. 


Mr. Bourz. You are quite right in objecting. We try and prevent 
that every time it comes to our attention. 
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The CuarrMan. Here is another article: 


The National Catholic Welfare Conference of America, through its war relief 
service office in Hong Kong under the direction of Rev. Paul Duchesne, M. M., 
distributed over 85 percent of the total number of food items received. Their 
method of distribution outlined below is generally the pattern that was followed 
by the other agencies with the exception of CARE who had their. items pre- 
packaged in the United States thus simplifying their method of distribution. 

Mr. Burz. Mr. Chairman, most of the others have their material 
prepackaged here, also, because they can get it done without cost to 
them. We are now authorized to prepackage in packages ready for 
consumer distribution, 

The Cuarrman, But if commodities go into any country in bulk, 
that may be the way that they should go, they should be packaged 
by the recipient countries. It seems to me that the country receiv- 
ing a valuable shipment of food should be willing to package the food 
for their own people, and we should have somebody there to see that 
this is properly identified. When you find a country which refuses 
to accept the food unless full credit is given to the Holy Father, then 
you should withhold the food. 

What about some of these organizations receiving food in such great 
abundance that they were unable to distribute it and finally had to 
pour it into the sea? I have received information to that effect. 
Where. did that happen? : 

Mr. Burz. I have heard that in isolated cases it happened. It is 
bound to happen when you distribute food in the enormous quantities 
we now distribute food. Those have been isolated cases. They have 
not been in great magnitude. And we follow up promptly when we 
hear of it. 

The Cuarrman. Was it in Hong Kong or in Lima? 

Mr. Burz. Mostly it comes by the reports of other relief agencies 
operating in a country. I have heard of it in the Middle East. 

Mr. Garnett says he heard of it in Lima. 

The Cuarrman. You heard of it where? 

Mr. Garnerr. An unsubstantiated report from Lima, Pera. 

Mr. Burz. It was in Lima, Peru. 

The Cuatrman. Have you checked on it to find out anything about 
the quantity of food that was destroyed ¢ 

Mr. Garnerr. Yes, sir; we have sent out a communication to all of 
the agricultural attachés in countries that are receiving large quantities 
of relief food to give us a full report on a number of aspects of this 
program. 

The Cuairman. That seems to be a weakness in the distribution sys- 
tiem. If we are going to give so generously that these people cannot 
even receive it and consume it—and if that should happen once here 
in the United States, if we dumped 1 bushel of wheat or 1 ton of 
corn into the ocean or any amount of dairy products, or anything that 
deteriorated, it would, in my opinion, make headlines around the 
world, certainly, in the Communist world. 

It could have the effect that we here in America were so rich and 
so powerful, and had our warehouses filled with food and we were 
unwilling to give,.it to the hungry people and were burning it, or 
throwing it into the séa. 

Mr. Garnett. I would like to say that we have sent out requesting 
a report of all irregularities. We would appreciate cooperating with 
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you whenever you receive them that we would be glad to investigate 
those reports. 

The CHairMan. I certainly will pass on any information that I 
receive, because I think that we should studiously avoid permitting 
anything like that to happen here or anywhere else. 

Mr. Garnerr. We are in full agreement. 

The Cuairman. Let me come back again to this question of dis- 
tributing through these private agencies. 

Why is it that in some of these countries food cannot be distrib- 
uted by representatives of our own country, our own Government ! 
I know that there have been some shipments of wheat which I think 
went to Pakistan. One of my friends from State College in North 
Carolina happened to be there. He thought it was a glorious thing 
because they had up the flag of our country. And here was the food. 

If that food is received in that fashion everywhere, it would help. 
The American flag is known around the world, even more than this 
handshake business that you put on the MSA packages now. It 
looks like the Russian sign of Frieailaliip. 

They tell me that a lot of people cannot even tell Mr. Stassen’s 
insignia from the Russian insignia. 

Why can we not use the American flag? People do not have to 
be able to read to know that it is the American flag. 

If we could do that, and if you could have somebody in the coun- 
try—you have an attaché there or an ambassador or a minister or 
some official of our Government, they could do that. 

Mr. Garnett. I would like to say that the Pakistan program was 
a special program. The Foreign Agricultural Service had three 
men on the job helping with that distribution. 

In a great many countries we only have one agricultural attaché. 
We are crowding him just about as hard as we dare. 

If it becomes the opinion of the Congress that we should reinforce 
those activities and put more people out there, we are prepared to 
carry out the will of Congress. 

The Cuarrman. I think that your agricultural attaché could find 
some American, even if he happened to be an American tourist, who 
would be glad to be there to wave the flag and to help him distribute 
the food. 

I was in Paris, and I went out and represented Mr. Henry Mor- 
genthau, and delivered about 250 CARE packages to people outside 
of Paris. I think that my presence there as an American Congress- 
man impressed upon these recipients the fact that America was in- 
terested in their welfare. No church was involved in it—no relig- 
ious question came into it. It was a direct transaction between Mr. 
Morgenthau and these people. 

Mr. Garnett. That is a good suggestion, sir. 

The CuatrmaNn. Let me go further. I have here a memorandum 


that I have jotted down from conversations I have had with people. 
They say that there are three basic reasons why Public Law 480 is not 
functioning effectively under title I. ; 
First, long involvement in negotiations in negotiating basic agree- 
ments through diplomatic channels with potential purchasing coun- 
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tries, covering the total that they will be permitted to buy with the 
payment of local currency. 

Second, the necessity of developing a detailed program for the use 
of local currencies before any dle are available. 

Third, the custom of the Department of Agriculture of offering 
open bids to supply countries before the first two items mentioned 
above have been consummated which means that any commercial 
concern can be underbid by exporters who have not invested any 
money to develop programs in a potential purchasing country. 

They say that businessmen will go out and negotiate and ree 
a transaction and bring it right up to the final agreement, and maybe 
they have spent $2,000 or $3,000 in promotional work, and before 
they can consummate the transaction you offer their business to the low 
bid of somebody else who can come in and bid $1,000 below them and 
take the business away from them. 

If that is the situation I do not see how you can think that that 
is going to encourage businessmen in America to do much promotional 
work in the field of the disposal of these surplus commodities. 

Is that the requirement of the Department? 

Mr. Burz. Yes, sir, Mr. Chairman. 

I will speak to your third point first. 

I want to explain just a word about it. As long as we are selling our 
surplus commodities abroad for local currency there is, of course, a 
substantial element of subsidy involved, or else there would be no 
need to take the local currency. As long as there is subsidy involved 
we feel that we have to have some control on the terms of the sale. 

It is true that a local businessman, or you or I, for that matter, could 
go abroad and work up a deal abroad in which we would agree to sell 
100,000 tons of wheat for a local currency, at what we conceive to be 
a fair price, and come back here and come to the Department and say, 
“T have the sale consummated. I am now ready to take the wheat and 
make the sale on these terms.” But as long as Federal money is going 
to be used in that in the form of a subsidy, the transaction, as it in- 
evitably does in this type of transaction, we feel that any deal like 
this must be opened up to competitive bidding on the part of any- 
body who wants to do it. 

The Cuatrman. All right. Carrying that a little bit further, that 
means that you are in favor of offering these commodities on the auc- 
tion block to the highest bidder. It was never intended that you 
should set up an auction block to auction them off to the highest bid- 
der. We intended for you to negotiate these transactions through 
businessmen in this country with businessmen in other countries, to 
sell these commodities into normal trade channels. : 

Mr. Burz. I think that is the way it is being done. I would like to 
ask Mr. Ioanes who is actively in charge of that program to explain 
the transactions involved in how we do make use of private trade. 

The Cuatrman. I would like to have it on the blackboard so that 
everybody who comes to my office, I could hand him a copy of it and 
say, “This is what you have to do.” 

Can you provide that for us? 

Mr. Ioanes. Yes, sir. 

(The data requested is as follows :) 
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SaLes OperRATIONS UNperR TitrLte I, Pustic LAw 480 Programs 


After a formal agreement has been entered into with a foreign government the 


following steps are taken: 

(1) Upon application by the foreign government, the Foreign Agricultural 
Service issues to that country purchase authorization specifying the kinds, ap- 
proximate quantities, and maximum dollar values of the commodities and the 
conditions under which purchases may be made. At the same time FAS issues 
a public announcement which contains details of the authorizations and other 
information that the United States suppliers will need in making sales to the 
foreign importers. These announcements state whether United States suppliers 
will be able to purchase the commodity, or equivalent stocks, from CCC if they 
desire to do so. 

(2) United States suppliers and foreign importers then negotiate sales and 
enter into contracts in which the sales price is expressed in United States dol- 
lars. All exporters are free to compete for the business as far as the United 
States Government is concerned; however, prior arrangements between the 
United States exporters and the foreign government or foreign importers which 
assure such exporters of participating are not precluded. 

(3) Normal commercial procedures based largely on letters of credit are fol- 
lowed in carrying out the contracts: (a) Importers pay for commodities in local 
currency through their local banks; (0) suppliers are paid in dollars by United 
States banks with which the foreign banks have established dollar letter of 
credit arrangements; (c) the United States banks are reimbursed by CCC; and 
(d) the foreign currency is deposited to the account of the United States Gov- 
ernment in accordance with arrangements made between the Governments of 
the United States and the importing country. 

The Cuatrrman. Every day I hear Members of Congress saying to 
me, “I have some constituent who wants to trade in these agricultural 
commodities. What can they do?” 

There was one recently in regard to Mexico. I found out that 
Mexico has an embargo of some kind against the importation of agri- 
cultural commodities from our country; that Mexico, although they 
have need for food and have hungry people—right on the Rio Grande 
border—they are not even receiving any amount of food from our 
storage warehouses in this country. 

Is there not some way that we could negotiate with Mexico and let 
the Mexicans know that we are not trying to dump our agricultural 
commodities on their border for the —— of retarding their own 
agricultural activities, but really for the purpose of relieving hunger ? 

Mr. Ioanes . Mr. Chairman, you mentioned a couple of points. Let 
us go to the competitive selling first. 

he policy of competitive selling is not a feature peculiar to this 
law. It is a method of selling generally used by the United States 
Government in all of its programs. 

The Cuamrman. Congress never intended that you should use the 
usual method of disposing of these on the auction block. I am in 
favor of competitive selling, and competitive buying by the Govern- 
ment, except when it comes to dealing with vital foods that we have an 
abundance of, that we are giving away in such bountiful fashion. 

The evidence shows that they are being dumped into the sea, at 
least, in Lima and we Kong, and some other places. 

Where did you get the notion that Congress intended that you set 
up an auction block ? 

Mr. Ioanes. We have not set up an auction block. 

_The Cuarrman. You said that you intended to go to competitive 
bidding. 

Mr. loans. We think that is the right way to do it. If I can go 
ahead, I think that we can help explain why we do it that way. 
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The Cuairman. Ali right. ; 
Mr. Ioanes. No private businessman can make a deal under this 


program, because no private businessman can get the commitments out 
of the foreign government that are required by this law. For ex- 
ample, he cannot get a commitment out of a foreign government that 
they will restrict these items to domestic consumption and will not 
let them go to Soviet bloc countries. That is required by the law. 

No private businessman can get the Government to agree to set up 
a special United States account for the deposit of these currencies, 
which is also required by the law. 

No private businessman can negotiate with the foreign government 
the exchange rate guaranties that we need to protect those deposits. 

He can go into a country and perform a very valuable service in 
finding business interests among the trade in that country, but he 
cannot negotiate an agreement with the foreign government, because 
the law requires that the agreements be negotiated between the Presi- 
dent or somebody he authorizes and the foreign government con- 
cerned, 

What he can do is open up a trade possibility—one part of it. That 
is being done. 

Now when you have negotiated the agreement, which includes the 
things I have mentioned and a few other things, we will issue a pur- 
chase authorization to the foreign government. 

Let us take wheat to Turkey. That authorization authorizes the 
Turkish Government to subauthorize to their importers to purchase 
wheat in this market. 

Normally what those importers will do is that they will ask for 

ublic tenders by the grain traders in this country. They want to 
ay as much wheat as they can at the cheapest price possible. The 
cheaper they buy it the more wheat they get. 

When they follow that system we are seeing to it that every qualified 
American business firm has the right to bid on the proposition. We 
never get ourselves in the position of favoring one firm over another. 
We think it is a good policy. 

The CHarmrman. Nobody is suggesting that you should favor one 
firm over another. 

Mr. Ricuarps. The commodity does not have to come from the 
Commodity Credit Corporation stocks at all. It can come from any 
stocks of the commodity in the United States. 

The CuatrMan. That is exactly what I thought. 

What the gentleman said is that American businessmen cannot trade 
in these agricultural commodities, and cannot consummate any trans- 
actions which will result in the disposition of these commodities. 
That is what the gentleman ahead of you said. If that is true, I cer- 
tainly know that Congress never intended that, and I know that I 
never intended that when I voted for that law to exclude the business- 
men of America from these transactions, but rather to encourage them 
to use the normal trade channels. 

Dr. Butz’s statement indicates that he has been trying to use 
private trade channels. Now we have testimony to the effect that 
businessmen of America cannot trade. 

Mr. Ricuarps. There have been no government-to-government 
transactions whatever. 
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The Cuarrman. Let us get together on this. The man preceding 
you—what is your name, sir? 

Mr. Ioanes. Ray Ioanes. 

The Cuarrman. He just said a moment ago that businessmen in 
America do not consummate these—it has to be government to gov- 
ernment. 

You say it cannot be government to government. 

Mr. Ricuarps. They cannot consummate the basic agreement, but 
when the money is made available, regular business firms go ahead 
and do it. 

The CHairman. That is exactly what I thought. 

Right here in Washington people come to me to find out how they 
can do this. I send them down to the Department. There were some 
people here from France just last week. They went down to the 
Department. They had a very satisfactory conference. They went 
back to Spain and from there to Paris. They are trying to consum- 
mate some kind of triangular transaction involving these com- 
modities. 

I was encouraged to believe that if everything else worked out 
that the transaction could be consummated between private indi- 
viduals who are spurred on by the profit motive. 

Mr. Ricuarps. We hope that it will be private individuals on this 
side of the water and on the other side, too. 

The-Cuarrman. But with an arrangement with the recipient 
country to comply with the law with regard to the exchange of cur- 
rency, and all of that 

Mr. Ricuarps. Yes, sir. 

The Cuarrman. That is the purpose of this meeting, to clear it up 
in the minds of the people of this country and abroad, if we can, as 
to just what is bogging this thing down. 

Mr. Poage. I do not fully sndaenena it. I recall last year when 
we had this bill up here—and I was the author of one of the original 
bills that finally became Public Law 480—we started out with a 
great. deal more freedom than we wound up with, because the De- 
partment and the Farm Bureau came in and suggested that they 
did not want the wide freedom that we had suggested should be in 
the bill. 

L never did understand why we could not let the United States 
(rovernment negotiate the agreement, the basic agreement that fixes 
the rate of exchange and that fixes the use of the counterpart and 
then simply let any American trader in the world—and I thought 
the law as passed allowed any American trader to go into that coun- 
try—any country where we made an agreement as, for instance, 
Turkey, as you have mentioned here—to do so, and to trade. I sup- 
posed they had a right, if they wanted to sell wheat in Turkey, to go 
there and to make them a price in Turkish money, to take their 
Turkish money and to exchange it with you folks at the fixed rate 
of exchange. 

So far as I am concerned I do not care what you do with it or what 
sort of a trade you have made with Turkey as to the disposition of 
the counterpart. That is all I need as a trader. But I understand 
now, instead of that, if I go over and sell 100,000 bushels of wheat, or I 
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get somebody who says that he will buy it at the price I am offering, I 
come back here, and before you approve, we have to put this out on 
bids and see if Harold Coley will not sell it for less than I have offered 
to sell it. 

Is that or is that not the situation ? 

Mr. Ioanrs. Most of what you said is correct. The last statement 
that you made is a little in error, 

What I said before I will repeat. 

Before my trader can sell anything there must be the government 
to government agreement. That is required by the law. 

Mr. Poser. I understand that. 

Mr. Ioanrs. Then we issue authority to the foreign government 
concerned to buy the commodity. When we do that, we put out a 
press release. e have a mailing list so that all qualified people in 
this country know about it, 

Most governments do not Bay, themselves, They will subauthorize 
their own private importers to buy it. 

The private importers request bids from American businessmen. 
Any American businessman who is qualified may seek the business. 
Within themselves they compete for the business. 

The foreign firm will buy from the American house that is offering 
the commodity cheapest. 

Mr. Poacr. Of course, the private importers try to get it as cheaply 
as they can. They should. 

Do you as a matter of regulation require that that be submitted to 
bids? 

Mr. Ioanes. No, sir. 

Mr. Poace. A great deal of foreign trade as well as domestic trade 
is not conducted on bids. 

Mr. Ioanes. You are right. 

Mr. Poace. But I go and talk to this fellow and try to find out how 
cheap I think I can get the article I want, and if I decide that he does 
not know the market as well as I think I know it, and I think he is 
selling to me cheaper than somebody else is going to sell, I will sign 
him right up there, without advertising for bids, because he might 
change his mind. 

Mr. Ioanes. Yes, sir. 

Mr. Poage. Can I take an offer of 5,000 bales of cotton to one of 
these countries where such an agreement allows the purchase of ¢ot- 
ton—can I offer it for a certain amount of their foreign currency? I 
repeat, can I offer it for a certain amount of their foreign currency, 
which I know that I can exchange with you folks? 

Mr. Ioanes. You can offer it to them on that basis. 

Mr. Poaer. Can they trade with me without them having to refer 
to somebody else? 

Mr. Toanes. Yes, sir. 

Mr. Poace. Then you do not require bids on all of this? 

Mr. Rrcewarps. No. 

Mr. Ioanrs. We do not require competitive bids. 

Mr. Poage. I had understood you to say that you did require bids. 
That is exactly what I understood you to say, that you did require 
them. 

Mr. Toanrs. They are in effect. 
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Mr. Poace. When Anderson Clayton sells cotton in England, or 
did before the war, certainly the British spinner tried to buy it as 
cheaply as he could. If he could get McFadden to sell it cheaper, he 
bought it from him. Everybody knows that. But he did not neces- 
sarily post an advertisement in the newspaper and say that on the 
12th day of June at 1, “I will open bids and trade with the low bid- 
der.” He did not do that sort of thing. He actually made a trade 
with the man he thought was the cheapest, where he could make the 
best deal. 

He backed his judgment. He did not conduct any public bidding. 

Mr. loanes, Yes, sir. 

Mr. Poace. You just told us that we had to have those bids—at 
least I so understood you to say. 

Mr. Ricuarps. I think what Mr. Butz was referring to is that the 
transaction you are talking about could go ahead and proceed with- 
out any competitive bidding at all. But if Anderson Clayton or 
anyholly else wants to buy cotton from Commodity Credit Corpora- 
tion for any purpose they buy it on the basis of bids, whether they 
buss for export or something else. 

. Poace. You are selling cotton every week? 

Mr. Ricwarps. Yes, sir. 

Mr. Poace. Weekly bids? 

Mr. Ricwarps. Yes, sir. 

Mr. Poacr. There has not been a great deal moving that I have 


Mr. Ricuarps. About 70,000 bales, I think. 

Mr. Poaae. Has it been that much? 

Mr. Ricwarps. Yes. 

Mr. Poaae. I did not realize it was. I notice in some statements 
that _y have been buying 200 and 300 bales, maybe as much as 
2,000 bales at a time. They buy that on bids? 

Mr. Ricwarps. Yes, sir. 

Mr. Poaae. The traders do not have cotton on hand when they 
make their foreign trade, they have to take their chance on what 
they can get it for? 

Mr. Rictarps. Yes. 

Mr. Poace. But if they have cotton on hand at the time of mak- 
ing their foreign trade they can deliver that cotton. 

r. Rrcnarps. Of course, they do not have to buy it from us 
There is loan cotton and a lot of cotton in the free market. 

Mr. Poace. I think that is where they ought to buy most of it. 
We changed that, as I remember. You did have a proposition of 
making them buy it from you. 

The Cuarrman. Mr. Hoeven is next. 

Mr, Hoeven. First of all, I want to compliment you on the very 
splendid comprehensive statement you have made—a fine progress re- 
port on what is being accomplished in the matter of disposing of our 
foreign agricultural surpluses. 

I think the Congress took a forward step in the right direction when 
it enacted Public Law 480 last year. I am very pleased to find that 
we are making progress under the provisions of that act. 

The thing that disturbs me, and I have asked this same question of 
many witnesses who have appeared before our committee: Is it not a 
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fact that we have built up the economy of foreign countries to such an 
extent that we cannot dispose of our own surplus commodities? 

Mr. Butz. They become highly competitive. 

Mr. Hoeven. I have always felt that the Department of Agricul- 
ture was not a free agent in its attempt to dispose of agricultural 
commedities overseas. I feel there has been too much interference 
on the part of the Department of State. 

Do you feel that the Secretary of Agriculture can operate as a 
free agent in his endeavor to dispose of our agricultural surplus com- 
modities abroad ? 

Mr. Butz. I think it would be impossible for any member of the 
Cabinet to operate absolutely as a free agent without taking into 
consideration the global interests of the country. 

Mr. Hoeven. With all due respects to you, Mr. Butz, you give us 
the same old story. We have had witnesses before—and I appreciate 
your position—who tell us that they are members of the team, That 
may be all right, but in many respects we are not getting the job done. 

Mr. Burz. I will not say that we are not getting the job done, 
but we may not be getting it done as rapidly as you would like. 

Mr. Horven. We are getting the job done under many handicaps. 

Mr. Burz. It is true, Mr. Hoeven, that often Agriculture and State 
and other Departments of Government likewise arrive at different 
points of view on thes matters. I think we have got to admit in 
all fairness that there is a foundation for other points of view. 

I have been impressed with this program in this administration, I 
think it is similar to many other Government programs in final analy- 
sis. It is a compromise position. It is not what any group would 
do by itself. That may or may not be good, but that 1s the way it 
works out. 

Mr. Hoeven. Our primary interest is to get rid of our agricultural 
surplus commodities. 

Mr. Burz. That is ours, too. I say that is a primary interest. of 
those concerned with the disposition of surplus commodities. 

Of course, the primary interest of the country, I think, is to pre- 
serve peace and to build up our friendly orbit of nations. Sometimes 
those two interests conflict. 

Mr. Horven. We are agreed then that we are confronted with 
handicaps in our disposal program. 

Under the circumstances, what is the picture for the future? 

Mr. Butz. I think I have detected in the last few months a very 
noticeable improvement in the working relationships between our 
two groups that have these opposite interests. 

Mr. Horven. I was very much in favor of transferring our agri- 
cultural attachés to the jurisdiction of the Department of Agricul- 
ture. 

Are you satisfied they are doing a good job in trying to sell our 
surplus commodities abroad ¢ 

Mr. Butz. We are never satisfied, sir. The activities of our agri- 
cultural attachés are being redirected, We are planning now a con- 
ference next September of all of the attachés in the European area, 
where our people are going to be and the Secretary plans to be 
there—we are also going to have the Farm Organization people 
from the United States there. 
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Mr. Hoeven. Are the agricultural attachés free agents or are they 
dictated to by the Department of State / 

Mr. Burz. I do not know what you mean by a “free agent.” They 
must, of course, be in the official family of the Ambassador. 

They now report directly to us. They are under our control. They 
must, of course, be in the official family of the Ambassador. 

Would you care to speak to that? 

Mr. Garnetr. They are subject to the instructions of the Seere- 
tary of Agriculture. We send them out. They implement those 
instructions as a free agent unless they run counter to other instrue- 
tions that have gone out to the Ambassador. 

Mr. Hoeven. Just one more observation. 

You made some reference to international exhibitions throughout 
the world. I do hope that we will do a good job in exhibiting our 
food products. I mention this for the reason that quite recently a 
friend of mine attended one of these foreign exhibitions and said 
that the American exhibit was the poorest in the lot. We should 
have the best exhibits, not the poorest. 

Mr. Butz. We hope so. 

Mr, Drxon. I, too, desire to compliment the gentlemen who have 
testified on their complete statement and also upon the marked 
progress that has been made in marketing of these commodities. 

I feel, as Mr. Butz said, and I am sure that members of our eom- 
mittee feel that way, that we have got a long ways to go. We are 
extremely anxious to have this pushed. 

In reading the Congressional Record the other day, as I recall, there 
was a statement from Representative Whitten of the Appropriations 
Committee on Agriculture. He said in substance that our organiza- 
tions marketing these products was hardly worthy of the name. 

Has any marked improvement been made in our organization in the 
last 6 weeks? 

Mr. Burz. Well, I read with much interest Congressman Whitten’s 
comment. That is, the statement that he made during the hearings. 
It is a difficult statement to accept. 

We do have an organization for pushing these things. We have the 
attachés, We have our trade specialists who are traveling around the 
world all of the time. 

We have a rather vigorous barter policy going on in the Commodity 
Credit Corporation. 

We have a rather vigorous sales policy going on in the Commodity 
Credit Corporation. 

It never measures up to what we would like to have, as I said a 
moment ago. 

Mr. Dixon. Who has to do with that sales policy ? 

Mr. Butz. In the Commodity Credit Corporation, Mr. Earl Hughes 
is the Administrator of the Commodity Stabilization Agency. — 

Mr. Dixon. Who heads that up? 

The Carman. His question was, who heads up the sales organi- 
zation. 

Mr. Burz. It is under Mr. Berger, the Deputy Administrator. And 
then we have 2 or 3 men who sell aggressively. We assign them specific 
jobs. 

Mr. Dixon. Is it Mr. Berger who is responsible? 
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Mr. Burz. It heads up in the Administrator and the Deputy Admin- 
istrator. 

Mr. Drxon. Proceed with your other statement, what has been done 
within the last 6 weeks to improve the organization ? 

Mr. Burz. I think we have not made any changes in the last 6 
weeks, that I know of. Do you know of any? 

Mr. Ricwarps. No. 

Mr. Drxon. I am a very strong believer in the power of marketing 
research to answer part of our problem here—not all of it, by any 
means. 

What is the Department doing to divert more effort upon research 
in marketing from effort on research and production, as we find it 
in the agricultural experimental stages? 

Mr. Buz. Well, as you know, we have increased our marketin 
work in recent years rather substantially, under the Research anc 
Marketing Act of 1946, and the appropriations made available under 
that act. 

Mr. Drxon. We gave you more money last year. Is there anything 
that had to go to marketing research ? 

Mr. Butz. I am not too familiar with it. As I understand it, 20 
percent of the 9 (a) under the MRA must be devoted to marketing 
research. 

Mr. Dixon. Are you giving stiff supervision to that marketing re- 
search now and pushing it? 

Mr. Butz. You understand, our Office of Experiment Stations of the 
Agricultural Research Service is doing that. Our Agricultural 
Marketing Service, likewise in the Department is devoting a great deal 
of its funds to marketing research. The supervision of the State 
research work under the grant funds comes under the Agricultural 
Research Service. 

Mr. Dixon. There has been criticism that it helps the groceryman 
and the salesman rather than helping the farmer sell more commodi- 
ties and to get a better price for his commodities, like research on 
shelving in stores, and research on storing watermelons in cars, and 
such. There is getting to be quite a bit of criticism about that. 

The Cuarrman, If I may suggest, we have only a few minutes left. 
We came here to talk about the disposal of surplus commodities. This 

ntlamen is not a research specialist. He is a disposal specialist. 
Ft us get back to the subject. 

Speaking of research is the best way to divert from the subject 
matter before us. It is like chasing a rabbit. 

Mr. Drxon. I have supervised research in marketing for many years. 

The Cuatrman. I do not doubt that. 

Mr. Drxon. I know that with about 30 cents of sugar that we get 
a dollar’s worth of beef. 

The Cuarrman. You are feeding cows sugar? That is good. 

Mr. Drxon. I have one other question. 

Mr. Stmpson. You have to feed them sugar to have sweet milk. 
[ Laughter. | 

Mr. Drxon. It was stated here that the Department went all out to 
encourage farmers to produce more. It was also stated that the De- 
partment had not criticized these farmers for production during the 
war. 
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What has the Department done to be kind to the farmers by helping 
to bring about an orderly transition from the wartime economy to the 
peacetime economy when we cannot use so many commodities 

Mr. Burz. We have been diverting a great deal of our efforts into ex- 
tension and administration of soil-conservation programs, and the 
agricultural-conservation-payments program, to encourage the di- 
version of acres formerly in the surplus commodities back to grass and 
to commodities that we do not have in surplus. 

Mr. Dixon. I will yield. 

The Cuarrman. Mr. Simpson. 

Mr. Srmpson. I do not know whether I want to ask a question or to 
make a s ; 

There has been a lot of conversation here about surpluses, and why 
they exist. I have some pretty reliable information from good agri- 
culturists in Illinois that a made me believe that if Secretary Bran- 
nan and Secretary Benson had administered the law in putting on 
acreage controls and meenane quotas when the surplus reached a 
certain point that we would not have quite so much. That is debatable. 
I also heard about point 4. 

Mr Lovee. Is that debatable—will the gentleman yield? 

Mr. Srmpson. Anything is debatable. 

The Cuarman. If you will permit me to make one observation. I 
<lo not suppose it would have been proper to impose them in 1953, 
when we were engaged in war and the Secretary was urging the 
farmers to produce 16 million bales of cotton. 

Mr. Simpson. I am talking about before the Korean situation. If 
I may proceed to enlighten the committee with my views. 

I never voted for point 4 any time it has been before the Congress 
and I am never going to. 

Tam nota farmer. I am a businessman. I would like to know how 
you can send our agricultural people and implements to Turkey and 
to Africa and to every place else, and teach them to raise agricultural 
commodities on the basis that we raise them and not have them com- 
pete with us. 

Mr. Burz. Of course, our best trade opportunities are with the 
highly developed nations. That has been historically true. I think it 
is true now. 

You cannot trade with a nation that is on the verge of starvation 
and destitution. 

Mr. Stmrson. I am perfectly willing to give anybody who is hun- 
gry anything that we have, but it just seems to me that it is absolutely 
pinin silly to teach an underprivileged country how to raise something 

ike we are doing and then have corn and cotton and everything else 
come right back in to compete with us. 

In the town where I live of about 3,000 people, I have never had one 
of the bankers come over to my place of business and say, “Simpson, 
we have credited your account with $25,000. We want you to go out 
and expand.” 

Instead, I have had to go over there and take off my hat. and ask for 
a loan. When I went in there I did not have it pushed at me. That is, 
T have not had it pushed at me yet. 

That is what I think we are doing. 

__-There was talk here about marketing our giveaway program— 
marketing our products. 
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In 1945 1 was a member of the Post-War Operating and Plannmg 
Committee. I was in Athen, Greece, when it was going over there, 
They were taking it to the docks and dumping it, and the Communists 
were getting hold of it and delivering it. 1 think that has been going 
on since 1945 and probably still is, if the Communists can get hold of it, 

I still want to repeat, 1 do not see how you can sell surpluses in a 
country that has been taught by our tax money how to raise the same 
thing that we are trying to sell. I cannot just go for that kind of 
philosophy. I cannot see point 4. I do not intend to vote for it, if 
there is an extension of it. I have never voted for it. I want that 
perfectly clear, Maybe I am wrong. 

Mr. Dixon. If you will yield, will you give me some time to argue 
with you on that? 

Mr. Simpson. I will give you all of the time you want, but you 
cannot convince me. 

I would like to know what the situation is on corn, about surplus 
corn. 

I noticed in your statement you mentioned that a time or two. 

Mr. Burz. I wish that Mr. Richards would discuss that. 

Mr. Ricuarps. I guess that our corn surplus, our corn stocks are 
going to increase to about the highest level on record. 

One of the things which is a little difficult to understand, despite 
the fact that we have had larger livestock production generally this 
year, is that our corn utilization has been down. We have disposed 
of some for export, and quite a little through the drought program. 

Mr. Simpson. When you dispose of a bushel of corn for export, ap- 
proximately what does it bring? 

Mr. Ricwarps. Since last summer we have had no special program 
on corn. It has moved at the prevailing market. 

Mr. Srwpson. Have you shipped any corn to foreign countries 
under any program / 

Mr. Ricnarps. Not at any special reduced price. That is, except 
for about 2 million bushels that recently we sold for, I think, around 
$1.35 in Minneapolis and Duluth. That is the only special program. 

Mr. Suwpson. At $1.35 a bushel’ 

Mr. Ricwarps. Yes, sir. 

Mr. Stmpson. No. 2 yellow? 

Mr. Ricwarps. Yes, sir. 

Mr. Stmpson. At Minneapolis? 

Mr. Ricwarps. At Minneapolis or Duluth. 

Mr. Srwpson. Have you any idea of the cost in Greece? 

Mr. Ricrarps. I would expect it would run another 40 or 50 cents 
on that by the time you would get it to Greece. I do not know that 
any went there. I doubt that it did. 

Mr. Srrpson. Very little corn being exported / 

Mr. Ricwarps. That is right. 

Mr, Stmpson. It has never been a surplus in this country. 80 per- 
cent of it is fed on the farm. We only had about 900 million bushels 
earryover, when you had the second largest crop in the history of 
the country a few years ago. I do not know whether this is proper 
to ask of you folks or not. 

Last year I introduced a bill which this committee accepted and 
it passed the House, to dispose of surplus feed grains at support price 
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plus 10 percent. That was passed by the House. It was put in the 
flexible bill in the Senate and was in effect until March 1 of this year. 

I do not know about feed grains other than corn. 

Corn did not move in our area. We have 41 counties in the semi- 
drought area, in my area in Illinois. Corn today is selling in the 
corn area north of my district for about $1.40 a bushel. 

I have reintroduced this bill this year. I have asked the commit- 
tee chairman to hold hearings on it. He has assigned it to the Grain 
and Livestock Subcommittee. 

I would like to know if you can tell me whot would be the Depart- 
ment’s attitude on this legislation for feed grain at support price less 
10 percent. That would make it about $1.40, which is more than you 
auth it at Minneapolis for export. 

Mr. Ricuarps. We only sold a small quantity for export. 

Mr. Stmpson. You only have to sell 1 bushel to make a hog or cattle 
feeder angry, if he cannot get it. 

Mr. Ricuarps. I do not know what the attitude would be at 10 
percent below the support price. I can see what the attitude of the 
farmers in northern Illinois might be to something like that. 

Mr. Stmpson. They are selling corn at $1.40 and $1.45 a bushel, 
their own corn. The people in my county are driving 100 miles to 
get it and paying that and then hauling it back home. Corn 1s being 
shipped by the Commodity Credit Corporation from these bins, old 
corn. You have the freight on it. You have the commission 
charges in Chicago. 

They are wondering why they cannot get corn right there in their 
own county where it is in storage. They did not raise a crop last 
year due to the drought. 

Mr. Ricwarps. On that, the only corn we are selling out of the 
bins in your area, or anywhere else, is corn that is in danger of de- 
terioration. 

Mr. Stmpson. If it is deteriorating you can sell it at any price. 

Mr. Ricwarps. Yes, sir. 

The situation you are describing there has been quite a problem for 
us and for the Illinois State Committee. 

We have some people in Chicago that are meeting with the Chicago 
State Committee and the grain dealers to work something out where- 
by more deteriorated corn can be sold locally, rather than being 
shipped to markets. 

Mr. Simpson. I have asked six different people in the Depart- 
ment of Agriculture to get me an answer to that. When a farmer 
owns his own corn, 100 miles north of us in Illinois, and he is sell- 
ing it to these farmers that take their trucks and pay $1.40 a bushel, 
that same farmer, having all of this truckage, would like to know 
why he cannot buy corn in our county, old corn, that has been stored. 
He has a pretty good question. 

Mr. Ricuarps. I think he has, too. 

The problem that has been bothering us is that the county commit- 
tees are instructed to sell this deteriorated corn at the local market 
price. 

Mr. Stmpson. They do not want deteriorated corn. You can sell 
that. 

Mr. Ricwarps. That is the only kind of corn which can be sold at 
the market price. 
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Mr. Srwrson. Are you not moving corn into Chicago from the 
various bins all over the State of Illinois and the State of Iowa and 
selling it? 

Mr. Ricuarps. Only the deteriorated corn that we are moving. 
We are not moving any good corn, 

Mr. Stmpson. Why not try to devise some means of getting rid 
of it when it is needed in a drought area where they did not raise a 
corn crop ¢ 

Mr. Ricnarps. The only problem about that is that we still have 
a corn surplus and it is not all in the hands of the Commodity Credit 
Corporation. The people who have free corn would like to sell it. 

Mr. Srwpeson. They are selling it at less than your support price. 
The support price in my area is $1.60 to $1.65. And the old Govern- 
ment price support plus, plus, plus, made it $1.95. And the free corn 
absolutely is selling right now in Illinois for $1.40. 

Mr. Ricuarps. For one reason or another many corn producers are 
not eligible for a loan or did not take it out. That is the reason why 
you have free corn selling below the loan rate. 

Mr. Srpson. They did not want it. 

Mr. Ricuarps. We are still obligated to support the price of corn 
at 90 percent of parity. 

Mr. Suvpson. For a month I have been trying to get the Depart- 
ment to get me an answer to getting some of these farmers who are 

| hog raisers and cattle feeders and dairy people in southern Illinois or 
central to the south, some corn at the Government price. 

The bill that I introduced last year that passed was support price 
plus 10 percent. That would not move it. Tt is too high. 

Mr. Ricuarps. That did set a pretty effective ceiling on corn in 
the area. I think it had its effect. 

Mr. Simpson. If this is a surplus disposal hearing, I would like 
to ask Mr. Butz or somebody in the Department to get us an answer, 
as to thew attitude on that bill that I introduced, corn support price 
less 10 percent. We need that now until the first day of November, 
until the new crop comes in. You might just as well sell it to a needy 
farmer in Illinois or in Iowa or Missouri or in Oklahoma as to ship 
it out of this country. That is all. 

The Cuarrman. Did you want to ask a question? 

Mr. McIntie. I should like to state that I am sorry that I missed 
Dr. Butz’ testimony, in view of the fact that I was tied up in another 
hearing. I do want to assure him that I shall look it over very care- 
fully and follow with interest the report of the Department on the 
progress being made toward the disposition of surplus commodities. 

r. Lovre. I was surprised when the chairman told us about cer- 
tain religious denominations distributing food without the American 
label attached. 

My question to you is this: When that fact is brought to your atten- 
tion, what is the policy of the Department? Do you withhold any 
further food to that particular denomination ? 

Mr. Butz. In the case of any irregularity we try to get the situa- 
tion corrected. We have in the case, I recall, of Hadassah where the 
donation program was being abused. Also with one group in Spain 
where it was abused, we withheld food donations until the situation 
was corrected. 
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Mr. Lovre. That is the policy when there is a violation of the rules 
and regulations. Then you withhold any further distribution of food 
until it has been corrected ? 

Mr. Burz. Yes, sir; indeed. 

Mr. Lover. On pages 5 and 6 of your statement you state in sub- 
stance that the Commodity Credit Corporation had on hand on Ma 
19, in comparison to a year ago, less dairy products and cottonseed oil, 
but considerably more wheat, corn, cotton, and grain sorghums. And 
during this same period of time I believe you testified that the exports 
have increased. Also you have disposed of considerable surplus by 
virtue of Public Law 480. 

That being true, how do you account for the increased inventories 
now over a year ago? 

Mr. Burz. Increased acquisition of domestic production. You see, 
in the case of wheat we had a big domestic production that we acquired. 

In the case of corn and cotton we had these large domestic produc- 
tions. In the case of dairy products our current rate of acquisition 
is now less than one-third of what it was a year ago. 

Mr. Lovre. How do you account for that; what is the reason for 
that? 

Mr. Butz. There are two things that have happened in the case of 
the dairy situation. 

In the last year production has leveled off; the production increase 
has stopped and consumption is up. 

Our per capita putter consumption in 1954 was four-tenths per 
pound per person over the year before—it reversed a 15-year down 
trend. 

Our per capita consumption on cheese is up slightly. 

Oar consumption of whole milk is up per capita. 

Mr. Lovre. Do you account for that due to price? 

Mr. Butz. Price and promotion. 

Mr. Lovre. Price and promotion? 

Mr. Burz. Yes. The price of these products at retail has been 
brought nearly in line with competitive products, particularly butter 
and margarine. 

We have followed a very aggressive promotion and advertising 
campaign, where the industry and Government teamed together to 
get the job done. 

Mr. Lovre. Then we have the special milk program. I presume 
that has contributed. 

Mr. Butz. It has helped. 

Mr. Lovre. And the brucellosis program has contributed too? 

Mr, Burz. Yes. 

Mr. Lovee. Now in connection with the disposal programs, I have 
been told by reliable persons that due to the many restrictions in the 
law, due to the many ifs and ands and buts that it is difficult even to 
give away our surplus. 

Is there any element of truth to that statement ? 

Mr. Burz. Well, it is not as easy to give food away as I once thought, 
I have discovered. You have to be very careful in giving food away 
that you do not displace what otherwise would be a normal sale. That 
is true both in the foreign situation and in the domestic situation. 

If you push your giveaways up to a certain point you inevitably 
displace what otherwise would become a sale. 
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Mr. Lovre. If you had a free hand, if you did not have to confer with 
the State Department, if you did not have to recognize the normal 
channels of trade, you could go in there and really do a much better 
job of disposal than you can ‘under the present law that you are op- 
erating under ? 

Mr. Butz. I think so. Would you like to comment on that? 

Mr. Garner. Mr. Lovre, I w ould like to make this comment that in 
Public Law 480 Congress authorized $700 million, as you know, for a 
3-year period, and we expect to have ae to $500 million of that com- 
mitted by the end of June of this yea 

Mr. Lover. But right along that Tine there is nothing in the law 
that says you cannot use that entire $700 million right 1 now, if you 
want to? 

Mr. Garnett. That is correct, sir. That is the reason, of course, that 
we have goneon. I would say that in spite of restrictions and the fact 
that we did not have a complete free hand, we will have committed $500 
of the $700 million by the end of June, so that it can be done and the 
markets of the world have not been shaken up and we have not dis- 
placed any great portion of our normal export sales. 

Mr. Lovre. Well now, let me ask you this further question because 
we are all interested in disposal. "We want to get this food into 
stomachs rather than storing it in warehouses. 

Mr. Garnetr. Yes. 

Mr. Lovrr. That is the ambition of this committee. 

What do you recommend to this committee that we can do to 
assist you legislativewise or any other way to get rid of this surplus 
faster than what we have been doing? 

Mr. Garnett. Let me say that the procedures for Public Law 480 
were announced in September. We have worked in the intervening 
time and gained a great deal of experience. 

We do feel that the next round of negotiation will go smoother and 
faster, 

Mr. Lovre. In other words, you do not need any further legislation 
so far as disposal is cunlbabned. Just give you time and you can get 
pi done within a reasonable length of time, say, a year, is that 
right? 

Mir, Garnetr. We have found no great fault in the legislation, 
except the buybacks which this committee has already dealt with and 
corrected. 

Mr. Lover. In other words, you have all of the legislation you need 
in order to get rid of this surplus? 

Mr. Burz. May I speak to that for just a moment? You never have 
everything you need. I think it should be pointed out that about 
a year ago now Assistant Secretary John Davis testified on what ulti- 
mately became Public Law 480. There are some things that impede 
progress. 

The 50-50 shipping requirement, for example, is one. That is out- 
side of the province of this committee, but nevertheless that does 
impede progress in some cases. 

We had a $700 million authorization for a 3-year period. As we 
have just indicated the end of this year we will have $450 million to 


$500 million of that committed. That will leave us $200 to $250 mil- 
lion under title I for the next 2 years. 
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We are currently discussing what recommendations to make on 
that, but it is our feeling right now that you may want to take a look 
at that a little later on to see if you would like to expand that authority 
into the next 2 years. 

You see, this year we have had available $700 million under title 
I, $300 million under title IT, and $350 million under section 402, the 
mutual security appropriation that had to be spent for surplus com- 
modities. 

I do not know what the Congress will do next year on the mutual 
security appropriation in the way of earmarking an amount to be 
apt on agricultural commodities, but as I add these things up, 
this past year you see we had $700 million in title I, $350 million under 
section 402, which made a little over a billion dollars. Then we had 
the $300 million under title II which was for emergency and disaster 
relief abroad. 

My personal feeling is that I feel the Congress might do well to 
consider a restoration next year of approximately the same amount 
we had at the start of this year. That is under study at the present 
time. 

The CratrMan, Will you yield? 

Mr. Lovre. Yes. 

The Cuarrman. You say that by the end of the year you will have 
so much money committed. I want to know actually how much has 
been a and moved out of this country? Less than $75 million, is 
it not? 

Mr. Garnett. At the moment, but then this thing is just getting 
underway. I think we contemplate purchase authorizations issued 
in the neighborhood of about $300 miffiori by June 30. 

Mr. Ioanegs. Out of that $450 million or $500 million. 

The CuHarrman. He mentioned the figure of $300 million, $350 
million. Actually to this good date you have moved out of this coun- 
try less than $75 million worth. 

Mr. loanes. That is correct. 

Mr. Butz. We have just been going about 6 weeks on this. 

The Cuarrman. To what extent have private businessmen in Amer- 
ica been permitted to participate in the sale and disposition of that 
$75 million worth of oeitiniithtiee that have actually gone out? 

Mr. Ioanrs. Every penny’s worth has been sold by them. 

Mr. Butz. The entire amount. 

The Cuarrman. Then you are changing the statement you made a 
minute ago, that private businessmen could not engage in these trans- 
actions. Now you are admitting that all of the transactions involving 
the $75 million were put through and consummated by American 
businessmen. 

Mr. Ioanrs. What I said was that the agreements between govern- 
ments that are required by law must be signed by the United States 
Government and the foreign government concerned. Once the for- 
eign government has authority to buy, they buy from the private 
trade in the United States. 

The actual sale of that is made by private trade. The $75 million 
figure mentioned was all made by private concerns in this country. 

The Cuarrman. As I understand it, the basic agreement is between 
the two governments ? 
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Mr. Ioanzs. Correct. 

The Cuarmman. Then when the purchasing government has con- 
summated the contract then the purchasing government will turn the 
transaction over to their own private businessmen to complete the 
transaction with the American businessmen ? 

Mr. Ioanes. Right. 

The CHairman. Is that right? 

Mr. Ioanzs. Correct, except in those cases, sir, where the foreign 
—— does its own buying, but even in that case they will buy 

rom American businessmen. 

The CuHatrman. All right. Now, then, how can the American 
businessmen and the foreign businessmen profit in the transaction ¢ 

Mr. Ioanrs. How can they profit, sir? 

The Cuarman. Yes. 

Mr. Ioangs. Well, for example, on the wheat that was sold to 
Turkey I think it was sold by 4 or 5 different grain companies. On 
each of those transactions there was a modest profit per bushel that 
was paid to the American seller in dollars, over and above his cost 
of supplying it. He received that in dollars. 

The CuHatrMan. As a commission ? 

Mr. Ioanes. Well, not as a commission, sir. As his normal op- 
erating profit on the transaction. In other words, in the case of 
wheat, the wheat was bought from the Commodity Credit Corpora- 
tion and resold by the private American grain firms to Turkish 
buyers. There was a slight margin between the price that it was 
bought from the Commodity Credit Corporation and the price at 
which he resold it to the buyer. 

The Cuarrman. Suppose an American grain merchant or a cot- 
ton merchant starts out to sell some of these surplus commodities, 
we will say, to Spain, as an example, and they communicate with 
the businessman in Spain and the Spanish businessman communi- 
cates with his government officials and the American businessman 
does the same thing here. Then they work up the transaction. 

Am I correct in saying that after that is done that you still sub- 
ject it to competitive bid and let another firm come in and underbid 
the American businessman who has promoted the transaction ? 

Mr. Ioanes. If the buyer in the foreign government has authority 
from his government to buy, the sale can be made. 

The Cuarrman. What did you mean a while ago when you told 
us that you were requiring competitive bidding, because it was com- 
patible with the established policy of the Federal Government? If 
you were wrong, let us say you were wrong. 

These newspapermen over here are listening. I want the accurate 
information to go out. I want it so that this record will show it. 

Mr. Ioanzs. | would appreciate the clerk reviewing what I said. 
I am not sure exactly what I said. That was some time ago. 

3 The CuHarrman. Can you enumerate it step by step, so that if 
somebody asks me the question, I can say, “Here it is in the record”? 

Mr. Burz. I think that we are talking about two different things 
here. 

When the businessman comes to buy wheat from the Commodity 
Credit Corporation he then submits a bid. 
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Mr. Ricwarps. Not necessarily. Wheat is the one commodity 
which we do not sell on the competitive bid basis. We try to make 
that on the basis of the market. 

Most other commodities are on a competitive bid basis. When they 
buy from Commodity Credit Corporation, Mr. Cooley. 

The Carman. You are confusing us. 

Mr. Ricrarps. Wait just a minute. 

The CHarrMan. He just stated that it was not competitive. You 
say it is. 

Mr. Ricwarps. What I am saying is that the Public Law 480 trans- 
action does not involve purchase from Commodity Credit Corporation 
necessarily. It is only when they have to buy from Commodity Credit 
Corporation that they are subject to any competitive bidding. 

The Cuatrman. Is cotton sold on competitive bidding? 

Mr. Ricwarps. Yes, sir, but there is a world of cotton that is not in 
Commodity Credit Corporation hands. Under Public Law 480 trans- 
nee it does not have to come out of Commodity Credit Corporation 
stocks. 

The Cuarrman. Mr. Whitten, chairman of the Agriculture Sub- 
committee of the Appropriations Committee, has gone into the thing 
at great length. He has complained that you have not moved the cot- 
ton and other commodities. 

How can a businessman dealing in cotton negotiate and conclude and 
consummate an agreement to sell some of our surplus cotton? 

Mr. Ricwarps. Mr. Chairman, cotton is surplus. Our stocks of 
cotton amount to about 1,700,000 bales. In addition, there are some 
5 or 6 million bales that are under loan which are under the control 
of the producers. And there is an additional quantity of cotton stocks 
in the free trade that are owned by merchants or anybody. 

Any of that cotton can move under Public Law 480. It does not 
have to come from Commodity Credit Corporation. 

I think it was the intent of the law, and all of us recognize that any 
cotton moving out of the country will eventually reduce the cotton 
surplus, including Commodity Credit Corporation stocks. 

The CuHatrman. Are you required to buy it back? 

Mr. RicHarps. No, not any more. 

The CHarrMan. We have changed that, I think. 

Well now, from what you say, no part of this 1,700,000 bales will ever 
move out under this program, will it? 

Mr. Ricuarps. We are offering it for sale and it is being sold right 
along. Up until a month ago we were not selling cotton, because it was 
the opinion of many people that the cotton under loan should move be- 
fore our stocks moved. 

The Cratrman. I share that opinion with you. I mean, I am not 
ne that you have not dumped this 1,700,000 bales on the 
market. 

Mr. Ricxarps. More recently, we have offered it for sale freely with 
our minimum price being the market or 105 percent of the support 

rice, whichever is higher, and bids are submitted each week to our 
ew Orleans office. 

That cotton can be used for export. It can be used for domestic use 
or anything else. There is no restriction. 








40 SURPLUS DISPOSAL PROGRAM 


Mr. Poace. You do not sell it if it is less than 105 percent, do you? 

Mr. Ricuarps. No, not less than 105 percent of the support price. 
It is 105 percent or the market, whichever is higher. 

The CHatrmMan. Let us get this nailed down. You can sell that 
cotton for less than 105 percent of parity. 

Mr. Ricuarps. That is right. 

The Cuairman. If you get 105 of 90 percent of parity, that is what 
it is? 

Mr. Ricwarps. Yes. 

The CuarrMan. You are not going to lose money on it, are you? 

Mr. Ricnarps. No, sir. 

The Cuatrman. I wish some of these people on the floor of the 
House who always complain that I want to give it all away will know 
that you cannot give it away—you cannot lose on it. 

Mr. Ricuarps. Mr. Cooley, that is our present policy. It is Mr. 
Whitten’s point that legally under the law, the Secretary can sell any 
agricultural commodity for export at any price he wants to. The 
105 percent if the support price, which we are now following is merely 
a matter of policy and applies only to domestic sales under the law. 

The Cuamman. You have not announced whether you are going to 
put export subsidy on cotton or not? 

Mr. Ricuarps. No. 

The CuarrmaNn. Is not that slowing down trading right now? 

Mr. Ricwarps. I think it is. 

The Cuairman. When can we expect you to make an announcement 
one way or the other about it ¢ 

Mr. Ricuarps. Mr. McConnell, the Assistant Secretary, is meeting 
today with an advisory committee on the whole problem of cotton 
exports. I hope, at least I think, we all hope that some decision will 
be forthcoming soon, but I would not want to say just when it would be. 

The CuatrmMaNn. Has any cotton been sold to foreign countries for 
foreign currencies ? 

Mr. Ricwarps. Yes, sir. 

The Cuarrman. How much? 

Mr. Toanes. 50,000 bales. 

The Cuatrman. That is what I thought. 

Mr. Ioanes. That was bought, I think, before the buy-back provi- 
sion was out of the law. 

The CuatrrmMan. Going back to Mr. Lovre’s question of a moment 
ago, my understanding is that all of you who are now in charge of 
the program do not feel the necessity of any further legislative enact- 
ment to give you more authority than you now have? 

Mr. Burz. I think the Secretary has very wide discretionary au- 
thority right now to dispose of this stuff. I understand in export he 
can set the price any place he wants without reference to the domestic 
price-support level. Is that not right? He has that authority, sir? 

Mr. Ricwarps. Yes. 

Mr. Burz. Under Public Law 480 we will probably run short of 
funds before another year goes by. 

The Carman. We can cross that bridge when we get to it. You 
have never run out of funds yet. 

Mr. Burz. No, but then—— 
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The CuatrMan. We are about to end the hearing, certainly this 
morning’s hearing. You have presented a well-prepared, lengthy 
statement. 

The words “ set. aside” do not appear in the written document, nor 
in the oral testimony. What has happened to set-aside? How much 
have you set aside? 

Mr. Butz. We have set aside 500 million bushels of wheat and 1 
million bales of cotton. 

The Cuarmman. How much? 

Mr. Burz. 500 million bushels, the full amount authorized, of wheat, 
and 1 million bales of cotton. 

The Cuarrman. You have set aside 1 million bales of cotton ? 

Mr. Burz. We only have 1.7. 

The Cuarman. You set aside 1 million bales? 

Mr. Burz. Yes. 

The Cuarrman,. You have not changed your figures one dollar—you 
have given us right now the dollar volume involved in all of the over-all 
transactions—you have not excluded that 1 million bales of cotton ? 
Z Mr. Burz. No, it is still part of our surplus problem. We still 

ave it. 

The Cuamman. That is right. You are still going to have it. 

What I am talking about is that if you intend to set aside, why 
do you not drop out the figure—you keep it in. 

Mr. Butz. There was never any intention to set it aside and to 
forget it. 

The Cuarrman. Never intended to do anything about it except to 
use it as a device to enable you to keep price supports up high—that 
is all, is it not? 

Mr. Burz. The set-aside is figured in the level of setting price sup- 
ports, surely. 

The Cuairman. Otherwise, there is no such thing as a set-aside 
in your figures that you presented us this morning? 

Mr. Butz. Then you have certain restrictions on how we can dispose 
of the set-aside. 

The Cuarrman. We know that. Why did you not bring up a state- 
ment here that set-aside out of this 81% stating that we have so many 
million in the set-aside. How many bushels of wheat was it? 

Mr. Burz. 500 million. 

The Cuarrman,. And 500 million bushels of wheat set aside. Then 
you could reduce that enormous figure of 81% billion. 

Mr. Burz. We still have the investment in it. 

The CuarrMan. Sure, that is what we were telling you when you 
bright up the set-aside—you still have the investment—you still have 
the wheat and the cotton. You have the price up nearly to 90 percent. 
You are still paying storage on this set-aside. 

Mr. Butz. We would have this whether we had the set-aside or not. 
That is part of our surplus problem. 

The Cuarrman. There is no question about it. 

Mr. Poacr. Why could not the Department face it squarely and 
simply say that, “We want to get the advantage of saying to the advo- 
cate of flexible supports that ‘we are lowering the support prices’,” but 
you also want to say to the farmers, “We are not going to lower the 
support price” ? 
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I do not believe in lowering our support price. But I never have 
told anybody I believed in it. 

The Department of Agriculture comes up here and says that they 
believe in lowering the support prices on everything, but, “we want 
a provision in the law that will keep you from doing it.’ 

That is all your set-aside does. 

Mr. Burz. The support price on wheat has been lowered, even though 
we have the set-aside of 500 million bushels. 

Mr. Poage. If you did not have the set-aside the support price on 
cotton could not be 90 percent, could it ? 

Mr. Burz. I cannot answer that question. 

Mr. Ricrarps. I think that is right. It would not be 90 percent. 

Mr. Poace. I know if you did not have the set-aside on wheat the 
support price would drop to the minimum. 

Mr. Ricuarps. For this year, 1955, it did drop to the minimum 
fixed by the law, to 8214. Next year is another question. 

Mr. Poacr. Next year without the set-aside it will drop to 75 per- 
cent. 

Mr. Ricuarps. It may drop close to that figure this year—I am not 
sure. I would not want to say. 

Mr. Poace. The only effect that the set-aside could possibly have is 
to keep the support price from dropping so low; is that not right? 

Mr. Burz. I think that the philosophy was that in these two commod- 
ities we had these tremendous surpluses and we should somehow 
cushion it. 

Mr. Poace. Why could we not honestly say so? Say that we do 
not believe in lowering the price on these commodities to 75 percent, 
that it is too low. I said that. Our chairman said it. Mr, Lovre said 
it. A lot of us have said it. We do not believe in lowering the support 
price that low, and we said so. All I am asking is why the Depart- 
ment did not be frank with us and say they do not believe in doing it? 

Mr. Burz. We believe in graduality of adjustment. 

. The Cuarrman. Let me ask you 2 or 3 more questions and I will 
nish. 

Why is it so necessary to determine just what the foreign currency 
would be used for before you finally close the transaction ¢ 

Mr. Borz. The law itself set out eight uses that could be made of it. 

The Cuarrman. That is right. 

Mr. Burz. That could be made of the foreign currency. Therefore, 
we have a legal obligation to make certain that the law is complied 
with in that respect. 

The Cuarrman. It requires you to make that preliminary to the 
closing of the contract and disposition of the commodity. 

I have been told that what you do to make it so difficult—I do not 
mean you personally, but somebody in the Department makes it diffi- 
cult by saying, “We have not worked out the details for the use of the 
foreign currency, therefore, we cannot let the shipment go out.” 

I did not know that we ever intended that that should happen. 

Mr. Butz. Of course, the use of the currency is part of the agree- 
ment, Mr. Cooley, as you well know. Frankly, these foreign countries 
drive as hard a bargain as they can. I would do the same thing if I 
sat in theirchair. It is a negotiating process. 
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I think if we permitted the commodities to be shipped prior to the 
agreement on the use of the currency, it would be very difficult to get 
agreement on the use of the currency, once they had the stuff. 

The Cnatrman. Allright. You donot have to have the agreement— 
you do not even have to use that currency in the foreign countries. 

‘ou may do it. You are permitted to use it. If you sold $1 million 
worth of cotton, we will say, to Spain or Turkey or to Yugoslavia and 
vou received in exchange their local currency, you could put it in the 

ank and let the transaction go through. 

If you were never able to invest that money it would still belong 
to us. 

Mr. Butz. Quite right, but they might not agree to the sale. The 
foreign country itself might not sign the agreement unless they had 
some control over the use of the currency. 

The CuarrmMan. That may be. I can see that. If the foreign coun- 
try says, “I will buy this, if I can definitely have it understood that I 
will be permitted to use this currency in my country,” then you have to 
determine that. That may be the thing. 

Mr. Butz. That is the thing that holds us up. 

Mr. Ioanes. Mr. Chairman, you are interested in military housing. 
I have heard you speak before on the need to improve the housing over- 
seas for our military dependents. 

When we go into a country like Spain with a program we have cer- 
tain interests in the United States in the use of the currency. I am 
sure you support the needs for adequate housing for the military de- 
pendents in Spain. 

There is a certain amount of negotiation necessary to convince the 
Spanish—I use that as an example—to permit us to use part of that 
currency to build the housing. 

On their side they have certain favorite ideas about the use of the 
currency. And if you were to leave all of those questions open until 
after your commodities were shipped, I have very grave doubts that 
we would ever get any housing built with foreign currency. 

The Cuatrman. All right, I can agree with that. That same situ- 
ation exists in France where we are embarked upon a program of about 
$75 million for military housing. We are not getting any of these 
commodities in that transaction. That is the thing that disturbs me. 

Why could we not say to France, “If you will take so much American 
cotton and so much of these other commodities, we will let these francs 
be used to build the military housing that you need.” 

Mr. Ioanes. That is exactly what we do. 

The Cuatrman. I was in Paris in April. ‘They were letting the con- 
tracts for the military housing involving $32 million. American capi- 
tal wanted to invest, but the contract was let to a French concern. 
There were no commodities involved in the transaction. American 
capital did not have the right to invest. I am not saying whether or 
not that was due to some technical reason. 

I discussed the subject with the military people over here, but they 
seemed to be in such desperate need for the housing that they had to 
close the contract quickly. 

I do not believe that there are any commodities mentioned in the 
transaction. 

Mr. Toanegs. No. 
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The CuarrMan. Have we used any commodities in military-hous- 
ing transactions ? 

Mr. Ioangs. To date, none have been expended for that purpose. 
There are plans in process for about $50 million for that purpose in 
Spain and several other countries. 

The Cuarrman. Where / 

Mr. loanes. In Spain, Italy, Turkey and a few other countries, 
and also in Japan. 

Mr. Poacr. I just do not understand the setup. Do you require 
a determination on the way you are going to spend the foreign currenc 
on each deal? I thought that you made an overall agreement with 
Spain, or with France, and that in that overall agreement you said 
that you would spend so much of this for housing, to give them so 
much to spend for roads, and so much you would use freely. 

Mr. loangs. That is correct. 

Mr. Poaer. Then it does not make any difference to the cotton ship- 
per or the wheat shipper as to what you are going to spend it for? 

Mr. Burz. That is right. 

Mr. Poacr. Once you have negotiated that basic agreement, then 
there is no further negotiation, is there ¢ 

Mr. Ioangs. That is correct. Your statement is 100 percent 
correct. 

The Carman. You did say that if the purchasing country or the 
prospective purchaser insisted upon determining what use the local 
currency would be put to, that might delay the transaction. 

Mr. loanzs. I can see where you and I have had a basis for misun- 
derstanding. I am sure it must be my fault. 

You use the word “transaction” and I use the word “agreement.” 
They are two different things. 

The “agreement” is an instrument between governments. 

The “transaction” I understand to mean an actual sale. 

If the agreement has been signed, CongressmanPoage is 100 per- 
cent correct. We have already settled the currency question, the use 
of it. The trader in this country need not concern himself about it. 

The Cuatrman. But the final use of the local currency might delay 
the closing of the initial contract between the governments ¢ 

Mr. Ioanzs. That is correct. 

The Cuarrman. What co you do, if anything, to encourage Ameri- 
can businessmen to find markets for these commodities? You say 
that you have some superduper salesmen, about 20 of them, trying to 
sell these commodities. What are you doing to encourage American 
businessmen, and what protection are you giving them if they pro- 
mote the final closing of a contract? 

I believe if you encouraged the American businessmen yon would 
have thousands of salesmen going around the world trying to sell these 
commodities. You cannot rely upon only 20 men who are unaccus- 
tomed to business transactions, 

Mr. Borz. I think we are again talking about different things. 

Once an agreement is negotiated and announced, then that announce- 
ment and the terms of the agreement are sent to every interested busi- 
ness organization. We have a mailing list. There is a press release, 
too. From that point on, the individual businessman picks up. 

The CuatrMan. He does not come into the picture until you have 
consummated the basic contract. 
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What I am talking about is this: If the businessmen of America 
were encouraged to go around the world to sell this merchandise we 
could accomplish something. 

Mr. Burz. You mean outside of Public Law 480? I think we have 
a wonderful illustration in connection with the Cotton Council. Will 
you discuss briefly what we are doing there? 

The Cuarrman. On all of the programs, even on the giveaway pro- 
grams. I think that your 20 men could give itaway. I think you have 
experts on giveaway. 

What I am talking about is the sales end of it. We have shrewd 
businessmen in America, prompted by the profit motive, who will get 
out and sell this if you will encourage them to do it. I have been led 
to believe that you discourage them. 

Mr. Garnetv. I would like to say this: That in the negotiations of 
the agreements, for instance, our tobacco people working in Italy 
and in other countries, encourage the importers of those products to 
urge their governments to include their products in Public Law 480 
transactions. 

That businessman from this country has been very instrumental in 
getting the products into the 480 agreements. 

There is one other aspect that we are just entering into, an agree- 
ment with the National Cotton Council by which we will cooperate 
with the council in a cotton promotion program in Europe, in which 
the Department will make contributions of local currency and the 
Cotton Council will make contributions to the program in dollars. 

Mr. Poacer. May I ask one more question? This is as to your tech- 
nique. After you have made an agreement, let us say, with Italy to 
import cotton or wheat, you have fixed the value of the lira somewhere. 
That is fixed in that basic agreement, is it not? Does the individual 
wheat merchant in the United States who wants to sell 100,000 bushels 
of wheat in Italy, who makes his trade to sell for lira—is he governed 
by that basic agreement, does he know that the exchange rate will al- 
ways remain fixed at, say, 650 or any other figure you have arrived at? 
How does he know what the exchange rate will be? 

Mr. Ioanes. Mr. Poage, we do not ask the individual American 
seller to concern himeelf arith that foreign-exchange problem. His 
financing to cover his sale is in the form of a dollar letter of credit 
with an American bank. He is paid in dollars by that bank, by the 
submission of documents to the bank. 

Mr. Poage. I know that. 

Mr. Ioanes. He has nothing to do with the payment of the lira. 

Mr. Poace. But the Italian buys for lira. 

Mr. Ioanzs. He buys for lira. 

Mr. Poace. He offers to give me, well, 1,500 lira per bushel. 

Mr. Ioanegs. No, sir, he does not. He offers to pay you $1.80 a bushel. 

Mr. Poage. All right, then, who gets the assurance about the sta- 
bility of the exchange? Somebody has to have some assurance. I do 
not care whether you give it one way or another, who gives the as- 
surance, and how is it given as to the stability of that exchange? How 
does he know that 1,500 lira will buy $2.25 a month from now? 

Mr, Ioanes. First of all, our price in dollars under this program is 
the same as our price for Commodity Credit Corporation sales or com- 
mercial export sales of cotton out of the market. So he knows that 
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the price he is going to pay is the going market price for the com- 
modity. The contract between the American seller, and in your ex- 
ample, the Italian buyer, is strictly in dollars. 

The rate of exchange prevailing is stated in the purchase authoriza- 
tion which we issue and which is a public document. 

Mr. Poacr. That is all right. Is that fixed at the time you make 
the agreement ? 

Mr. Ioanrs. It is fixed at the time we make the agreement and is 
made public in the purchase. 

Mr. Poacr. That remains the exchange rate, regardless of what the 
market exchange rate is—that remains the exchange rate until that 
much money has been received or that much goods has moved ? 

Mr. Ioanss. That is right. 

Mr. Poage. Even though the price of the lira might go down to 
1,000 to the dollar, it is still figured at 650, if that was the exchange 
rate set out in the agreement ? 

Mr. Ioanes. That is right. The only difference is that I was stat- 
ing that we do not look to the American seller to deposit that lira. 
That is a matter that we handle with the government of the other 
country. 

The CHatrman. Who promotes and initiates the basic agreement 
between the governments ¢ 

Mr. Ioanes. They come about in three ways, sir. 

We promote most of them ourselves, based on our own analysis of 
our trade with those countries; based on suggestions we have from 
American businessmen, or in some cases, based on suggestions we re- 
ceive from foreign businessmen who are interested in receiving com- 
modities. 

The Cuatrman. If I as a Member of Congress, or somebody else, 
wants to know something about these transactions, to whom should 
they be directed in the Department of Agriculture for a conference ? 

Mr. Ioanrs. To the Administrator, Mr. Garnett. 

The Cuarrman. I am glad to know that. I have a communication 
from a friend of mine who is in the shipping business. He is now on 
his way to Bombay. Here is one quotation from his letter : 

We are having much trouble in Bombay. They will not expedite the discharge 
of relief cargo or any cargo. Twenty ships waiting outside to berth. Have to 
wait 7 to 10 days outside. 

That is, of course, a shipping problem. In a situation like that do 
we have anybody in Bombay who will expedite the unloading of these 
relief ships? 

Mr. Garnett. We have a consul. At this moment we do not have 
an agriculture officer there, but we have a cotton man on the way. 
Until that time we could make direct contact through the consul gen- 
eral at Bombay. 

Mr. Poaee. All that is involved there is a labor argument, is it not ? 

The Cuarrman. They will not expedite the discharge. 

Mr. Poage. I mean, the longshoremen simply will not unload them, 
is that not the trouble ? 

We had the same thing in Honolulu Harbor for 6 months. Harry 
Bridges ties up the west coast periodically, will not unload cargo. 

The Cuatrman. I am not saying who is responsible. I am asking 
the question, Do we have anyone in our Government. who would in- 
vestigate a situation like that and try to do something about it ? 
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Mr. Garnett. Yes, we do have, sir. 

The Cuarrman. I can see the difference between a ship engaged in 
ordinary commerce and one that is carrying a relief cargo. It seems 
to me that a relief cargo should be given some sort of preference. 

Are there any other questions? 

Mr. McIntree. I would like to direct this to Mr. Butz. 

Do I understand correctly when you refer to title I of Public Law 
480, that the administrative responsibility for this act came to the De- 
partment about September of last year ? 

Mr. Burz. Yes, sir. 

Mr. McIntire. First let me make this observation. The act pro- 


vided for an authorization of a total amount of $700 million for 3 
years. 


Mr. Burz. Yes. 

Mr. McIntire. And since September of last year you have put to- 
gether the administrative machinery, have opened negotiations with 
the countries in which there is a prospect of negotiation and have al- 
ready gotten $75 million of these commodities moved offshore and 
have basic agreements in progres signed and in progress for approxi- 
mately $500 million as of June 30, 1955, which is approximately Dookie 
the rate which is theoretically set up in the act of $700 million on 3 
years. That is about the situation for the moment ? 

Mr. Borz. That is correct. 

Mr. McIntire. I would say that is a very commendable job. Thank 
you. 

The Cuarrman. I have a report that a member of our staff obtained, 
that purchases have already been made totaling $60,500,000 and you 
used the figure to $75 million a moment ago. Is $60,500,000 accurate ? 

Mr. Ioanegs. It is. They are accumulative figures. The figures today 
would be approximately $75 million. 

The Cuatrman. Up to now? 

Mr. Ioanes. Up to now. 

Mr. Poacr. There are more things in this report. It seems we have 
been selling to Yugosalvia and numerous other nations, to the Argen- 
tine, to Israel, and to Peru, substantial amounts of these commodities at 
a good deal less than the Commodity Credit Corporation cost. I un- 
derstand why we sell at a good deal less, because obviously, people 
would not pay as much in their own currency as we had invested in 
the commodities. That is the reason for it, is it not ? 

Mr. Ioangs. Yes. 

Mr. Poaar. How does it happen that in the United Kingdom and 
Finland and a few other countries the Commodity Credit Corporation 
costs and the export market value were the same / 

Mr. Ioanes. The reason is the commodity. In the case of those pro- 
grams the commodities involved are tobacco and cotton. Those will 
move out; of the market at the market price. Therefore, the Com- 
modity Credit Corporation cost and the sale price would be the same. 

Mr. Poace. The other was primarily ? 

Mr. Ioanrs. Wheat. 

Mr. Burz. In the case of wheat it has gone below the Commodity 
Credit Corporation cost. 

The CuarrmaN. Is the price support program on basic commodities 
charged with losses sustained in these transactions ? 
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Mr. Beacu. It is not. 

The Cuatrman. How? 

Mr. Beacu. It is not. It is set up in an account receivable to be 
reimbursed to the corporation by appropriations in the same manner 
as the Pakistan wheat was. 

The Cuarrman. The cotton program even now shows a profit of 
more than $266 million and if you sustain a loss on cotton, sold under 
these programs we are talking about, that figure will remain as it 
is—you will not charge the cotton program with the losses sustained 
here ¢ 

Mr. Bracu. The cotton profit would remain the way it was. 

Mr. Poagr. So far as cotton is concerned you are not selling at a 
loss. 

Mr. Butz. No, sir. 

Mr. Bracu. No, sir. 

The Cxarrman. You could actually sustain a loss if you sold for 
local currencies and they depreciated, you could lose it on exchange. 

Mr. Bracu. But those losses on the Commodity Credit Corporation 
books would be recorded in a separate category from the losses on 
the price support program. 

The Cuatrman. If there are no further questions, we thank you, and 
your associates, Dr. Butz, for appearing before us this morning. We 
will now stand adjourned subject to the call of the Chair. 

(Whereupon, at 12:50 p. m., the committee adjourned, subject to 
the call of the Chair.) 
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